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The present study has dealt with India's emerging trade 
relations with the countries of ASEAN region. The 
Association of South-East Asian Nations (ASEAN) came to 
be instituted with five founder member countries which 
included, Indonesia, Malaysia, Philippines, Singapore and 
Thailand. In 1984 and 1995 respectively, Brunei and 
Vietnam became members. Myanmar, Laos and Combodia 
have joined the league of association recently. The common 
goal and objectives of formation of ASEAN was acceleration 
and promotion of socio-economic achievements among the 
member countries on the one hand and the countries of the 
world on the other. 
In pursuit of these objectives, host of conferences were 
held at different fora resulted into evolution of several 
trading ar rangements , such as. Preferential Trading 
Arrangement (PTA) 1977, Trade and Investment Promotional 
Schemes, such as, ASEAN Industrial Projects (AIP) and the 
ASEAN Industrial Complementation (AIC) schemes, the 
ASEAN Industrial Joint Venture (AIJV). All these plans, 
projects and schemes mainly purported to reap the benefits' 
of economies of scale with market sharing and resource 
pooling mechanism. However, these schemes could not 
fructify successfully due to lack of awareness among 
businessmen and cumbersome bureaucratic process. 
Nevertheless from the 1980s onwards the benefits of 
cooperation appeared lucrative in the wake of adoption of 
adjustment policies and programmes. The ASEAN countries 
adopted unilateral liberalization and outward orientation 
policies which were conducive to the cooperation among the 
member countries and the countries of the world. The 
Association of Free Trade Area's (AFTA) birth in 1992 with 
the conclusion of Singapore Summit was a milestone in the 
overall trading policy of ASEAN. 
The ASEAN region is important to India for several 
reasons. At the first instance, this is the region which has 
registered the highest growth in the past and is expected 
to maintain this growth in the years to come of course, 
barring Asian financial crises. At the second instance, the 
world trading system is in the process of splintering into-
trade blocs inspite of the successful conclusion of the 
Uruguay Round of Multilateral Trade Negotiation causing a 
problem of market entry to a country like India. This calls 
for a closer relationship with regional trading blocs on a 
bilateral basis. Thus, a closer economic relationship with 
ASEAN is a pre-requisite for India. 
There is a distinct possibility of substantial expansion 
of trade and investment between India and ASEAN countries, 
provided there are focussed and integrated policies, 
programmes and fine tuned initiatives covering trade 
liberalisation, facilitation and promotion. There is ample 
scope for expansion of ASEANTndia joint ventures in areas 
like infrastructure development and investment as well as 
areas of high technology for ASEAN, India and third world 
country markets. Keeping in view the economic reforms 
initiated in India since July 1991 and the geographical 
proximity to ASEAN economies, there is a great deal of 
potential for India in the area of trade and investment. 
The study has proceeded with the following objectives:' 
* to study the evolutionary background of ASEAN. 
* to find out the potential areas of economic 
cooperation between India and ASEAN. 
* to assess the impact of policies of economic 
liberalisation. 
* to examine the trends in trade between India ASEAN, 
and 
* to chack out a strategy to boost India's trading 
relationship with ASEAN. 
The study has been based on the following hypotheses:' 
* that the economic relationship between India and 
ASEAN has been cooperative and congenial right from 
the beginning of the birth of ASEAN. 
* that with the advent of liberalisation India's trade with 
ASEAN has boosted up. 
* that current economic and political situation of India 
has paved the way for smooth pragmatic trading 
strategy is needed after India- has become dialogue 
partner with ASEAN to open up more trade and 
investment opportunities with ASEAN. 
The study presents in detail the overall trade 
relationship with India and ASEAN. The study has been 
segmented into pre and post-New Economic Policy (NEP) 
period to examine the impact of liberalisation and 
globalisation on trade between India and ASEAN. The study 
covers the time span of about more than three decades i.e. 
right from the inception of ASEAN. 
As a full dialogue partner with ASEAN, India has 
become eligible to participate in many more sectors other 
than trade, investment, science and technology and tourism 
in which it was eligible even as a sectorial dialogue partner. 
Considering the economic structure of India and 
ASEAN countries, there are three more sectors which may 
be included to begin with, these are infrastructure, financial 
services, civil aviation and computer software. 
India has also become eligible to be invited to 
participate in the post ministerial meetings. India has also 
become eligible to be invited to participate in ASEAN 
Regional Forum (ARE) an annual security meeting attended 
by country leaders including US, China, Russia, Japan, 
South Korea, Australia, New Zealand, Canada, EU, 
Cambodia, Laos and Papua New Guinea. 
The study further reveals that new policy changes 
introduced in the Indian economy provides competitive 
stimulus for accelerated economic growth. The thrust of the 
new policy has been to inject new sources of competition 
in order to induce greater efficiency by the liberalizing policy 
of exim, foreign investment, technology, monetary and 
financial policy. These policies helped to reduce the anti-
export bias of Indian industry which has been exposed to' 
both domestic and international competition. The policy 
facilitates the import of production inputs required for 
sustaining increased industrial growth. On tiie other hand, 
exports have also responded impressively to the policy 
references and undoubtedly gained from the expansion in 
the world trade. 
It is evident from the study the after getting 
independence in 1947, Indian foreign trade does not show 
any significant increase in terms of it's share in global trade. 
In 1950 the Indian share in the total world has been around 
1.78 per cent which has gone down to 0.60 per cent in. 
1995. Since 1970 this share has remained around 0.60 per 
cent approximately. 
India's trade relations with all the world region have 
increased over the years. In view of the current economic 
liberalisation process initiated on 24 July, 1991 , India has 
taken major initiatives to diversify its exports. Indian exports 
cover over 7500 commodities to about 190 countries while 
imports from about 140 countries account for over 6000 
commodities. 
India has traded to the tune of US$ 68695 million in 
1950 which has gone to US$ 5430900 million in 1998 
showing an increase of 80 times. But the Indian exports 
has registered meagre growth by 26 times i.e. from US$ 
1269 million to US$ 328881 million during the same period. 
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India's foreign trade has witnessed a number of 
structural changes during the planning period. The 
percentage of non-traditional goods in total exports share 
has regularly progressed. The exports of tea, meat, leather 
and leather manufactured goods have registered a high 
percentage growth. Of late, pearls, precious and semi-
precious stones have become one of the main export items. 
India always exports few traditional commodities like tea. 
coffee, rice, spices, tobacco, meat and iron ore etc. 
During the planning period (First Five Year Plan to 
Eight Five Year Plan) the balance of trade of Indo-ASEAN 
remained unsatisfactory in respect of world trade. Our 
imports have exceeded exports, showing a trade deficit. 
Indian Government has taken some key steps to bring 
down the inflation rate by imposing fiscal and monetary 
discipline. Inflation in India is generally higher than the 
inflation in Europe and USA. However, India is the only 
Asian country which has kept single digital inflation rate. 
The Government has given certain incentives for 
structural changes in foreign trade socially the incentives' 
for market promotion in foreign countries, opening up the 
showroom and organising the trade expo's. 
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Emphasis on development of infrastructure has been' 
accorded in successive Five Year Plan to prompt trade and 
industry including the development of export sector. The 
development of power, transportation and communication 
received the top priority. The government is opening up the 
infrastructure for foreign investors. Inspite of all curative 
measures taken by Indian Government. India is making steady 
but slow progress in the sphere of foreign trade. The 
manufacturing sector is also unable to compete in the global 
market on account of small capital base, high cost of 
production, lack of modern technology and infrastructure 
bottlenecks besides the inherent shortcomings in monetary, 
fiscal and trade policies. 
The ASEAN came into existence as result of lurking 
threat of communism in Indo-China in August 1967. Till date 
there are ten member countries of ASEAN viz. Indonesia, 
Malaysia, the Philippines, Singapore, Thailand, Vietnam, 
Laos, Myanmar, Combodia and Brunei. The agenda of 
ASEAN is to accelerate economic growth and to promote 
active collaboration and natural assistance for all the 
member countries right from inception, the ASEAN through 
several conference, meetings and summits, has endeavoured 
for economic cooperation through investments in variety of 
arrangements viz. industrial projects, schemes and plans for 
both inter and intra ASEAN members including India. 
After the inception of New Economic Policy (NEP), 
India's foreign trade with ASEAN has been steadily growing. 
During the post NEP period (1991-1998), India's exports to 
ASEAN region as a whole include: oil meals, manufacture 
of metals, machinery and instruments, iron and steel, cotton 
yarn, fabrics, madeups, gems and jewellery, transport 
equipment, spices, drugs, pharmaceuticals, fine chemicals, 
marine products, and leather. It can be inferred from above 
list of items that Indian exports to ASEAN region is 
attributed to only primary commodities that do not have 
much value addition. None of the India's fast growing items/ 
non-traditional items are being exported to these countries. 
In the same manner, India's imports from ASEAN countries 
are largely confined to primary commodities which include. 
Electrical machinery, wood and wood products, organic 
chemicals, natural rubber, vegetable oils, cashew nuts, 
inorganic chemicals, printed books and leather etc. 
On the balance of trade front India is having 
favourable t rade balance with Indonesia, Thailand, 
Philippines, Vietnam, Brunei and Combodia. Balance of 
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trade with Malaysia, Singapore, Myanmar is against tiie 
India. 
In a nutshell, it may be inferred that the significance 
of ASEAN region countries can not be overlooked. With its 
vast population of 400 million people it provides a large 
market potentialities. This region has a very fast growth 
during 80s and 90s barring of course, the South Asian 
financial crisis. No other region of the world has developed, 
so fast The world trading system is in the process of 
splintering into several trade blocs. No trading blocs in 
South Asia is likely to offer an economic cluster to 
counteract phenomena of trading blocs causing a market 
entry problem to country like India. This calls for a closer 
relations with regional trading blocs on a bilateral basis. 
On the whole, ASEAN region offers vast investment 
potentialities for countries of the world on the one hand 
and India on the other. This region has the same socio-
economic qualities as that of India which provides wide 
range of investment, export and import opportunities to 
increase economic growth and their level of development. 
ASEAN, once again in post financial crisis period, is 
being set on high growth track providing a model economy 
11 
to other economies of the region. ASEAN is acting as an 
investment centre for whole of the Asia in particular and 
the world in general. India should streamline the foreign 
trade policies to further strengthen overall economic 
relationship with ASEAN, in 21 ' ' century. 
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INTRODUCTORY BACKGROUND AND 
FRAMEWORK OF THE STUDY 
Introduct ion: 
Trade can grow when there are complementary, more 
so, when there are mutually acknowledged areas of 
comparative advantages. The task has to begin with 
identification of possible areas of cooperation based on 
principle of mutual advantage and economic benefits. The 
ASEAN region is important to India for several reasons. 
At the first instance, this is the region which has registered 
the highest growth in the past and is expected to maintain 
this rate of growth in the years to come. At the second 
instance, the world trade system is in the process of 
splintering into trade blocs inspite of the successful 
conclusion of the Uruguay Round of Multilateral Trade 
Negotiations, causing a problem of market entry to a 
country like India. This calls for a closer relationship with 
regional trading blocs on a bilateral basis. Thus, a closer 
economic relationship with ASEAN is a pre-requisite for 
India. 
There is a distinct possibility of substantial expansion 
of trade and investment between India and ASEAN 
countries, provided there are focussed and integrated 
policies, programmes and fine tuned initiatives covering 
trade liberalisation, facilitation and promotion. There is 
ample scope for expansion of ASEAN-India joint ventures 
in areas like infrastructure development and investment as 
well as areas of high technology for ASEAN, India and 
third world country markets. Keeping in view the economic 
reforms initiated in India since July 1 9 9 1 , and the 
geographical proximity to ASEAN economies, there is a 
great deal of potential for India in the spheres of trade 
and investment. 
India, being a developed country among the developing 
countries, has a big and strategic role to play in the arena 
of trade and investment. India wishes to work actively for 
the creation of such an Asian community in cooperation 
with ASEAN countries. With such an integration, the Asian 
countries should be in a far better position to protect 
themselves from exploitation and humiliation by industrial 
powers both within and outside the region. 
Thus, Indo-South-East Asian t ies, despi te some 
differences, are based on the assumption, common to India 
and this region's countries, that independent home and 
foreign policies cannot grow without self-reliance and 
national security. It is this sliared perception that has 
always guided the development of India and South-East 
Asian nations' relations and bilateral cooperation. Against 
this background the present study on "India 's trade 
relations with ASEAN" has been undertaken by the 
Research Scholar to thread-bare examine the current trade 
trends and prospective investment and trade opportunities 
between the two i.e. India and ASEAN. 
Investment and Trade Issues Between ASEAN and 
India: 
The Association of South- East Asian Nations (ASEAN) 
was formed in August 1967 in response to the threat of 
communism in Indo-China. The original members of ASEAN 
included Indonesia, Malaysia, the Philippines, Singapore 
and Thailand. In 1984, Brunei became the sixth member 
and in 1995, Vietnam became the seventh member. In the 
decade of 90 's three more countries joined hands with 
the ASEAN. They were Laos, Cambodia and Myanmar. 
Although a stated goal of the Bangkok Declaration 
and many of the succeeding ASEAN pronouncements was 
to accelerate economic growth and promote active 
collaboration and mutual assistance in the field of common 
interest, little concrete action was taken to promote 
economic cooperation. Its first attempt at economic 
cooperation, the Preferential Trading Arrangement (PTA) 
introduced in 1911, had minimal impact. Because the short 
term adjustment costs associated with preferential trade 
l iberal izat ion were considered too risky. ASEAN 
government diluted the effectiveness of the scheme while 
maintaining an image of dedication to the pursuit of market 
sharing. Consequently, though the PTA included 15752 
items by 1991 , intra-regional trade under the PTA made 
up less than one per cent of total ASEAN trade that year. 
Another attempt at economic cooperation, through 
investments was made by the ASEAN Industrial Projects 
(AIPs) and the ASEAN Industrial Complementation (AIC) 
schemes. The AIPs were visualised as large scale projects 
in the public sector so as to exploit economies of scale. 
AIC which combined market sharing and resource pooling 
mechanisms, was designed to liberalize intra-ASEAN trade 
in intermediate products whose final production took place 
in an ASEAN country. Since AIP and AIC had very limited 
success, the ASEAN Industrial Joint Venture (AIJV) 
scheme, was introduced in 1983, like the AIP and AIC, the 
AIJV was also designed to increase regional production 
through resource pooling and market sharing mechanisms, 
but it was more flexible. This scheme was also not 
successful mainly because of low level of awareness among 
businessmen of the privileges provided and also the 
cumbersome bureaucratic process of application. Also, the 
implementa t ion of the scheme had pro tec t ionis t 
implications, with governments favouring projects if they 
were located in their own countries. 
The benefits of economic cooperation began to appear 
more attractive following the adjustment policies, induced 
by the external economic shocks of the 1980s, that were 
adopted in the ASEAN countries. Unilateral liberalisation 
and outward-oriented policies became a dominant feature 
in the region, creating an atmosphere more conducive to 
cooperation. The December 1987 ASEAN summit held in 
Manila was a milestone in ASEAN history, symbolising the 
determination of the national leaders to accelerate the 
cooperation process and to make it more effective by 
eliminating loopholes. By 1991 , however, the ASEAN 
countries seemed ready to take more concrete measures. 
After being officially endorsed at the ASEAN Foreign 
Ministers meeting in July 1991 , and later at the ASEAN 
Economic Ministers meeting in October 1991 , Thai Prime 
Minister's proposal for an ASEAN Free Trade Area (AFTA) 
received the full support of the heads of state at the 
ASEAN Summit, held in Singapore in January, 1992. 
In a recent attempt to tap South- East Asian projects 
three large project consultancy firms in the country, 
Consulting Engineering Services (I) Pvt. Ltd., Gherzi 
Eastern Ltd. and Setup Consultants Ltd. have decided to 
form a consortium to bid for projects in South-East Asia. 
This will be the first such consortium of consultants in 
India. 
Some of the countries of South- East Asia are looking 
for basic infrastructures, such as, development and 
upgradation of arterial roads and ports, water resources 
development generation of power and development of 
software from India. Considering the size and complexity 
of such projects, consortia approach should be followed by 
Indian firms. However, such consortia need not necessarily 
be restricted to Indian firms and should include foreign 
firms as well. 
India first expressed its interest to cooperate with 
ASEAN as a dialogue partner in 1978. However, the issue 
remained dormant for a long time. 
The Summit meeting of the ASEAN in January 1992, 
emphasised the importance of intra-regional as well as 
inter-regional economic cooperation. The summit took note 
of the fruitfulness of its dialogue partnership with USA, 
the European Union, Japan, Australia, New Zealand, 
Canada and the Republic of Korea and approved India as 
a sectoral dialogue partner of the ASEAN. 
ASEAN and India agreed to begin active cooperation 
in the areas of trade, investment, tourism and science and 
technology at the first ASEAN-India Joint Sectoral 
Cooperation Committee (AIJSCC) meeting held in Bali 
during 7-8 January, 1994. This meeting was a follow-up 
to the meeting to establish ASEAN- Indian Sectoral 
Dialogue Relations which was held in March 1993 in New 
Delhi. The progress in achieving the limited goals has been 
extremely slow and the private sector is not fully involved. 
Consequently, the ASEAN-New Delhi Committee consisting 
of the Heads of Diplomatic Missions of ASEAN member 
countries in New Delhi has been formed to facilitate the 
sectoral dialogue relations. 
The second meeting of the ASEAN-India Joint Sectoral 
Cooperation Committee was held in New Delhi from 13-
17 February, 1995,where it was decided to convene the 
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first ASEAN-India Round for providing a forum for 
exchange of information on trade and investment 
promotion and business match making. The Round Table 
Conference involved industry and government policy 
makers from both sides. 
The meeting also reviewed the implementation of 
decisions of the first AIJSCC discussions and worked out 
the programme for future cooperation in the four agreed 
areas of trade, investment, science and technology and 
tourism. It was recognised that policy environment was now 
most favourable to trade and investment expansion in 
immediate as well as the long term. The second meeting 
of the AIJSCC was termed as "very substantive" exercise 
which has taken the ASEAN-Indian Sectoral Dialogue to 
higher plan of cooperation. 
In November 1996, after two years, during which 
period India was a sectoral dialogue partner focusing on 
economic issues, India has finally become a full dialogue 
partner of ASEAN. The decision of the ASEAN to admit 
India as a full dialogue partner of the organisation is a 
recognition of India's good beginning with economic 
reforms and its immense economic potential. It will be 
wrong to presume that sustained lobbying by India alone 
has persuaded the initially reluctant ASEAN to given it 
this status. One of the representative of ASEAN mentioned 
at the Bangkok Summit held during December, 1995 that 
the organisation has looked north, east and south, and it 
was time it looked westward. The status that India has 
secured in principle is now enjoyed by a select band of 
countries, such as, Australia, New Zealand, the US, 
Canada, Japan, South Korea and the European Union. The 
notable absentees include China and Russia, although they 
are engaged by ASEAN in security related discussions. It 
is possible that fears of economic dominance have made 
ASEAN to deny China such a status. There can be no such 
fears as far as India is concerned, at least in the 
foreseeable future. Now India can prove to be fertile 
ground for t rade and investment part icularly with 
Singapore, Malaysia and Thailand, and emerge as a useful 
investor in Vietnam, Laos, Cambodia and Myanmar. An 
area where India particularly stand to benefit in interacting 
with ASEAN when the latter puts in place the Free Trade 
Area, an arrangement which has been advanced by five 
years to 2003 AD. The status as dialogue partner of 
ASEAN takes India effectively close to the league in the 
Asia-Pacific region which is set to dominate much of the 
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world economy and trade, and which has been designated 
as the approaching "Pacific Century" as a full dialogue 
partner, India would become eligible to participate in: 
* Many more sectors other than trade, investment, 
science and technology and tourism in which it was eligible 
even as a sectoral dialogue partner. 
* Considering the economic structures of India and the 
member countries of ASEAN, there are three more sectors 
which may be included to begin with. These are 
inf ias t ructure , financial services, civil aviation and 
computer software. 
* India has also become eligible to be invited to 
participate in the Post- Ministerial Meetings. 
* India is now eligible to participate in ASEAN Regional 
Forum (ARE) an annual security . meeting attended by 
country leaders including US, China, Russia, Japan, South 
Korea, Australia, New Zealand, Canada, EU, Cambodia, 
Laos and Papua New Guinna. 
This elevation of status with the ASEAN is certainly 
expected to give a very big boost to the trade and 
investment ties of India with the ASEAN countries . 
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The trade and economic relation between India and 
countries of ASEAN region though quite old, yet not very 
significant. However, with the India becoming dialogue 
partner with ASEAN there is every positive indication that 
be tween India and ASEAN the overall economic 
relationship has strengthened. The trade and investment 
has enhanced with emphatically focussed programmes and 
projects covering trade liberalisation, facilitation and 
promotion. 
In the present study, the Research Scholar has, hence, 
made an endeavour to examine in detail the varied trading 
dimensions including imports, exports and overall trade 
balance of India with ASEAN since its inception. 
Review of Literature on India's Trade Relat ions With 
ASEAN: 
In the following paragraphs, a comprehensive review 
of literature on India's trade relation with ASEAN is 
presented to find out the research gap and to formulate 
the objectives and hypotheses of the present study. 
Van Mook, H.T.i, book entitled, "The Slakes of 
Democracy in South East Asia", deals with the historical 
background of ASEAN when the floods of Japanese 
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occupation recorded from the once peaceful prosperous 
countries of South East Asia, what and came to light looked 
like a landscape from which the topsoil had been washed 
away. Peace and prosperity were gone, and so were the 
institutions of government under which they had flourished. 
A major political and economic problem confronted the 
victorious allies in this whole area where the west had been 
the ruling power for more than a century. 
Elaborace Willard, H.^, "Japan's Role in South East 
Asia Nationalist Movements 1940 to 1945", presents a 
detailed history as regards the events of the second world 
which was crucial to the nationalist movement of the 
countries of South-East Asia, while the story of these 
events is not completely clear even yet, and many 
conclusions still remain tentative. 
Dobby, E.H.G.'^ in his treatise entitled "South East 
Asia", presents a compendium picture of environmental 
condition and human adaptation in South-East Asia which 
stimulates the sociologist, the administrator, the politician 
and the businessman to see the relation of their work to 
the general fields. 
Mende Tibor,'* "South-East Asia between Two 
Worlds", traces the origin of the term South East Asia 
13 
embracing the entire region from the khyber pass to the 
pacific island of Indonesia. It includes Pakistan, India, 
Cylon, Burma, Siam Malaya, Indo-China and Indonesia. 
Purcell Victor,^ in his book entitled, "The Revolution 
in South East Asia", presents a detailed discussion with 
regard to last fifty years of a great revolution which took 
place in South-East Asia transforming it vastly though not 
beyond recognition. In this short period it has, under the 
banner of nat ional ism, made itself independent of 
European rule and in doing so has entered the modern age 
an age of imbalance, when first credulity greed reaction, 
and fear in the one pan, and then region altruism, 
progressiveness, and hope in the other, tips the scales 
in irregular alternations. The author is of the opinion that 
western attitudes; Political, Economic and Strategic towards 
South-East Asia call for basic reconsideration . Above all 
the USA policy towards China stands in the way of a 
solution of the problems of South-East Asia, it ascribes to 
the people of the region fears. Which the great majority 
of them do not entertain, it arouses resentment that are 
abstractive of Asia Western understanding. 
Pluvier, J.M.'^ in his book captioned, "South-East Asia 
from Colonialism to Independence," deals with the process 
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of decolonisation in South-East Asia. As its starting point 
1940, lias been chosen the year Japan entered the area 
also the first year of the most decisive period in South-
East Asia's development from foreign rule to national 
emancipation. 
Sirisena, W.M.'^ In his treatise, "Sri Lanka and South 
East Asia. (Political, Religious and Cultural Relations from 
A.D.C. 1000 to 1500)," provides a detailed study as regards 
relation between Sri Lanka and the South East Asian 
countries go far back in history. Centrally situated in Indian 
ocean, Sri Lanka command the entrance to the Bay of 
Bengal and due to the extensive sea born trade between 
the east and the west became an important entripote 
between the two 
Behl Ramesh, Mago, L.D.,^ in "India- ASEAN Trade 
Cooperation and Investment Opportunities", opines that 
South-East Asian countries have enjoyed high growth rates 
and are showed to the performance in the year to come. 
In 1994, for instance ASEAN member countries registered 
annual growth rates averaging about seven per cent with 
Singapore, Thailand and Malaysia growing by over eight 
per cent. 
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There is sufficient scope for expansion of ASEAN-India 
joint ventures in areas like infrastructure development and 
investment as well as areas of high technology for ASEAN, 
India and third world country markets. 
Trade with ASEAN has picked up but not fast enough. 
India's exports to ASEAN at about US$1.8 billion annually 
constitute about 6.95 per cent of the country's total 
exports and imports values as US$ 1.8 billion constitute 
6.4 per cent of India's total imports. But more glaring fact 
is that India's shares for maximum 1 per cent of ASEAN 
global trade. 
. Man Singh Lalit, Delip Lahiri,^ in "Indian Foreign 
Policy Agenda for the 21st century," presents agenda for 
the 21st century intended to provide a perspective on 
India's foreign policy in the past fifty years as a protection 
of the challenges that lie ahead for India in the 21st 
century. The foreign service institute invited the leading 
scholars and specialists in the country to contribute their 
thought on the subjects. 
Dixit Ramesh,^° in his book on, "South East Asia in 
Indian Policy (Problems of Relationship with Neighbouring 
Region )", explains that South-East Asian countries direct 
contact with India led to distortion of perceived image. To 
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an average Indonesian, India 1947 meant no more than 
the place of origin of the impoverished plantation 
labourers, for instance, the discipline and efficiency of 
Indian naval officers amazed the Indonesia at the time of 
her Prime Minister Jawahar Lai Nehru's visit to Indonesia 
in early fifties. 
South-East Asia is a major producer and exporter of 
several important commodities i.e. rice, copra, coconut and 
coconut oil. What is even more important is that South-
East Asian countries like Indonesia and Malaysia are major 
producer of strategic materials like petroleum, tin, rubber, 
coal, iron ore and bauxite. Thus, South-East Asia's 
strategic importance is equally matched by its economic 
potential. 
United Nations, "Economic Bulletin for Asia and The 
Far East" Volume to 1 9 5 5 / 5 6 has thrown much light on 
the overall economic performance of Asian and ASEAN 
countries. 
Mehta Pradeep Kumar, Sharma Atul,^^ article entitled, 
"Role of Foreign Capital in Asia Countries", explains the 
economies of the countries of ASEAN are characterised by 
heavy foreign investment, particularly from the USA and 
Japan, and in more recent times from other sources as 
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well. The article further examines the various forms of 
investments to evaluate the overall impacts of such 
investments, especially in the light of the proclaimed 
economic objectives set by the ASEAN countr ies 
themselves. 
Lall Sanjaya,^' in the article entitled, "Exports of 
Manufactures by Newly Industrialising countries; A survey 
of Recent Trends", deals with the recent trends in 
manufactured export by region, the product if with the 
products exported and the compara t ive advantage 
underlying the observed pattern. 
- Se thuraman , S.,^'* "Trade Scenar io in post 
Independence Era", has thrown light on the radical shift 
from a highly regulated to an outward oriented economy 
India has generated immense interest abroad, but it has a 
long way to go before emerging as a strong global player. 
Bhattacharyya, B.,^^ in his article, "Currency Turmoil 
in South East and East Asia: Impact on India's Exports", 
presents the following facts. Thailand well emerged as the 
most important competitor among the South-East Asian 
Countries for India if the current exchange rate differential 
continues to hold. The two other countries which can also 
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give India a run for its money are Malaysia and South 
Korea. 
The threat of loss from the other countries viz., 
Singapore and the Philippines is much less, for Singapore, 
the depreciation, has so for been marginal while for 
Philippines, the export structure of the two countries viz 
India and the Philippine, is very dissimilar. 
Adverse impact on India will also be conditioned by 
the similarity in the export market being targeted by these 
countries. This obviously raises the intensity of competition 
and the possibility of substantial loss to India due to 
weakened competitiveness. 
Hoge F. James,^^ his article entitled, "China and the 
Asian Contagion," advocate that the leadership has 
embarked on a doubting transition a successful reform 
programme would constitute a major break through. It 
would mean the leadership had found solutions to the 
problem of money losing status owned enterprises and 
failing bank that have eluded them for two decades 
Domestically success would improve the allocation of 
resources, helping to maintain rapid economic growth. 
Restoring the health of the domestic banking system would 
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reduce risks of systematic bank failure and help to sustain 
the high rate of domestic saving that have underestimated 
China's rapid growth in the reforms area. 
Another risk is premature liberalisation of domestic 
financial markets, probably in response to external 
pressure. That would start a major recession in China 
shutting down Asia's main engine of growth. 
Kapur, J .C., Kapur Harish.^^in this write ups captived, 
"An Emerging Relationship: The European Unions New 
Asia Strategy", opme that the European Union is stating 
to forge all round relationship with ASEAN but many 
among European officials perceive the economic dimension 
as more important than any thing else. 
The European union has begun to reassess and 
streamline its partnership with Asia through a string of 
separate policy document for the ASEM countries, for Asia 
as a whole and for China and Hong Kong, to name only 
a few. The main objective of these roadmaps encompass 
wide ranging economic cooperat ion, enhanced EU 
presence in Asia and renewed political and human right 
talks. The union has finally realised the fact that in order 
to win a slice of the Asia growth cakes its approach to 
Asia on the whole must gain speed. 
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Krishna Raj,^^ j ^ his art icle enti t led, "ASEAN 
Cooperat ion: Recording Non-Investment", while the 
principle of non investment has provided the impetus for 
regionalism within ASEAN, it is also hindering the greater 
integration of the member countries as government pursue 
their nationalist agendas. 
Singh Udai Bhanu,^^ in his write-up entitled, "Six 
ASEAN Regional Forum Meetings", advocates that when 
the ASEAN was formed in August 1967 no mentioned was 
made of the political or military aspects but with the 
passage of time there came to dominate decision making 
that the ARF became necessary. The ASEAN-Regional 
Forum (ARF) held its inaugural session in Bankok in July 
1994. It is Asia Pacific's premier multilateral body on 
political and security issues which seek to shape the 
security architecture in the post cold war period, with this 
the ASEAN is assured of a crucial role in the decisions 
concerning the pacific rim. 
Besides above cited references of books, writeups and 
articles, a good number trade of journals, periodicals, such 
as; Kothari Industrial Directory, Europa, IIFTs, leaflets, SIA 
Newsletters, Indian Economic Survey, Yojana, FICCI, Ph.D. 
Chamber of Commerce and have been widely made good 
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use of the purpose. Business dailies such as Economic 
Times, Financial Express, Business Standard and others 
have also been scanned through to study the subject 
matter. Central Statistical Organisation (CSO), National 
Accounts Statistics, Monthly Statistics of Foreign Trade of 
India and other trade related statistical books have been 
widely consulted. The international publications such as, 
IMF Report, World Bank Report, Asian Development 
Outlook have been of great significance in studying the 
appertenant subjectmatter.^° 
From the above review of literature, it is discernible 
that although enough literature is available on ASEAN 
evolutionary and developmental aspects, yet none of these 
studies appear to have taken up the study with regard to 
ASEAN trade relations with India in post-NEP and post 
Asian crisis period. 
The present study throws light on India's trade 
relations with ASEAN in pre and post-NEP period and also 
examines the Asian crisis and its impact on India's trade. 
Object ives of the study: 
The following are the objectives of the study: 
i) to study the evolutionary background of ASEAN. 
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ii) to find out the potent ia l a reas of economic 
cooperation between India and ASEAN. 
iii) to assess tlie impact of policies of economic 
liberalization. 
iv) to examine the trends in trade between India and 
ASEAN, and 
v) to chalk out a strategy to boost India's trading 
relationship with ASEAN. 
Hypotheses: 
The study has been based on the following hypotheses: 
i) that the economic relationship between India and 
ASEAN has been cooperative and congenial right 
from the beginning of the birth of ASEAN. 
ii) that with the advent of economic liberalization India's 
trade with ASEAN has boosted up. 
iii) that current economic and political situation of India has 
paved the way for smooth trade relationship with ASEAN. 
iv) that more pragmatic trading strategy is needed after 
India has became dialogue partner with ASEAN to 
open up more trade and investment vistas with 
ASEAN. 
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S c o p e of the Study: 
In the present thesis, an attempt has been made by 
the Research Scholar to study in detail the overall trade 
relationship with India and ASEAN. The study has been 
segmented into pre and post-New Economic Policy period 
to examine the impact of liberalization and globalization 
on trade and investment relationship between India and 
ASEAN. The study covers the time span of about more than 
three decades i.e. right from the inception of ASEAN. The 
ASEAN countries include Indonesia, Malaysia, Singapore, 
Thailand, Philippines, Myanmar (Burma), Vietnam, Laos, 
Burnei, and Combodia. 
Research Methodology: 
The research methodology has been based on scientific 
procedure of thesis writing. Secondary data have been 
availed of extensively and made proper use of the statistics 
thus collected relate to the Government Reports, such as; 
Indian Economic Survey, Industrial Directorate, FICCI 
Leaflets, IIFTs Reports on ASEAN, CSO, SEBI guide, Nabhi 
guide and a Foreign Trade Statistics, DGCI & S (Calcutta) 
, RBI Bulletin, Reports on Currency and Finance, Mumbai 
and a host of business dailies. The International Reports 
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such as, IMF, World Bank, Asian Outlook, ASEAN update 
(Hong Kong) and Philippines Statistical Year Book have 
also been extensively utilized for the purpose. Thread bare 
examination and incisive analysis of the data have been 
done with the help of statistical tools such as, growth 
trends to arrive at the conclusion. 
S c h e m e of Chapterizat ion: 
The entire study has been divided into seven chapters. 
First chapter provides introductory background to the 
study. It also deals with the extensive review of literature 
on the subject matter, scope of study, objectives, the 
hypotheses and the research methodology adopted for the 
research study. 
Second chapter presents a detailed discussion as 
regards the foreign t rade policies and economic 
liberalization. 
Third chapter throws light on the prospects of foreign 
trade in India since the advent of planning era. 
Fourth chapter is devoted to study the historical 
background and perspective analysis of ASEAN. 
Fifth chapter constitutes the core chapter of the thesis 
dealing in detail with the India's trade relations with 
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ASEAN in Pre and post liberalization period. 
Sixth chapter evolves the issues pertaining to India's 
t rade re la t ions with ASEAN and also evolves the 
prospective strategy for enhancing India's trade relations 
with ASEAN. 
The final chapter is the summary of conclusions and 
the findings of the study. 
Conc lus ion: 
To sum up, this chapter has dealt with the introductory 
background of the study including extensive review of 
literature, scope, objectives, hypotheses and research 
methodology. The scheme of chapterisation has also been 
presented in this chapter. 
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FOREIGN TRADE POLICY AND ECONOMIC 
LIBERALIZATION 
Introduct ion: 
The preceding chapter was devoted to prepare the 
framework of the study. It included the introductory 
background of the study and extensive review of literature 
on the subject matter. Based on the review of literature, 
a research gap was identified to streamline the scope and 
objectives of the study. The hypotheses have been evolved 
to corroborate with the objectives of the study. In order 
to examine the problems of the study, an appropriate 
research methodology has been adopted. 
The present chapter deals with the policy packages 
with regard to foreign trade vis-a-vis economic liberalization 
in India. 
The last decade has witnessed a vibrant and wide 
ranging debate on India's economic policy regime. There 
has been fundamental changes in the direction and 
priorities of its economic policy. An important aspects of 
this transformation is the change in India's external 
economic relations. These systematic changes in economic 
policy have occurred at a time when global economic and 
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political relations have also altered in fundamental ways.^ 
The link between foreign policy and economic policy 
was clearly recognised by Mr. Jawaharlal Nehru, the architect 
of India's post-independence foreign policy and external 
economic relations. He told the Constituent Assembly in 
December, 1947, talking about foreign policies, the house 
must remember that these are not just empty struggles 
on a chess board. Ultimately, foreign policy is the 
outcome of economic policy and India has properly 
evolved her economic policy, will be rather vague, rather 
incoherent.^ 
In the following paragraphs, a detailed study is 
presented with regard to India's Trade Policy Packages 
in the wake of economic liberalization. 
India's D e v e l o p m e n t S tra tegy : 
India's development strategy launched in 1950s, 
soon after independence, aimed mainly at strengthening 
the industrial base of the country, especially in basic 
goods and heavy machine-building, and adopted the 
import substitution model to achieve self reliance. Exports 
were not viewed as an integral part of overall economic 
development, and such imports has become unavoidable. 
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It is financed by drawing down foreign exchange reserves 
that had occurred to India at the time of independence, 
in the form of sterling balances held in its favour for 
goods and services provided by this country during the 
second world war. 
It was during the latter half of the fifties, when the 
second five year plan was under way with its' emphasis 
on heavy industry, largely in the public sector, that it 
began to be realised that India needed to export to be 
able to finance at least part of the maintenance and 
development imports. 
The foreign exchange crisis that was looming large 
by mid 1957 reinforced the importance of export growth 
as part of planned development. The pessimistic view 
about the potential for export earnings gave way to a 
more positive approach in the third plan (1961-66) with 
the introducing of export promotion measures without 
deflecting from the thrust of import substitution and 
industrialisation. 
Renewed emphasis on export was laid in the fourth 
plan (1969-74) which envisaged progressive elimination of 
dependence on foreign aid while the fifth plan (1974-79) 
32 
identified certain sectors, such as, engineering goods, 
garments, leather manufacture and marine products for 
achieving increase in exports.^ 
In the post-cold war period, pragmatic rather than 
ideological considerations came to the forcsLin relations 
between nations. This was evident even in the 1970s after 
the oil shock of 1973 when strategic policy analysts 
recogised the importance of geo-economic over geo-
politics. Control over high technology is clearly even 
more critical to political power today than the control 
over economic and natural resources. Since such control 
is increasingly exercised by non-sovereign extra-national 
corporate entities, the ability of nation states to deal with 
such multinational corporations in contrace to success of 
a countries foreign policy. 
As pre-requisites for export promotion, the Cash 
Compensatory Support (CCS) scheme, the Duty Drawback 
and Import Entitlement Scheme, were introduced in the 
late 1960s. This VA'as followed by the formulation for the 
first time of an export policy resolution (1970) which 
sought sustained export growth through productive efficiency 
and cost effectiveness to qualify for in ternat ional 
competitiveness. The appointment of a number of committee 
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relating to import liberalisation (headed by Dr. P.C. 
Alexandar 1978), control and subsidies (headed by the 
Late Mr. Vadilal Dagli 1979) and export promotion 
(headed by Mr. Prakash Tandon 1980). These committees 
came up with suggestions for rationalisation in the structure 
of subsidies, promotion of export of services and investment 
in export sector with dynamic comparative advantage. 
At the beginning of the eighties, as India embarked 
on the sixth five year plan (1980-85), which coincided 
with the second oil price hike, there was far greater 
recognition of the weaknesses bred by the inward looking 
industrialisation of the earlier decades. India had to seek 
an IMF Extended Fund Facility of over five billion dollar 
in 1981 in the wake of the international oil price 
increase. 
Foreign Trade Policy issues came to the fore in the 
early eighties and the view gained ground that India must 
avail of benefit of international division of labour by 
greater reliance on tariffs than import restriction and 
liberalisation of imports of capital goods and technology. 
With external environment becoming increasingly 
important for India's steady progress, the government 
decided in mid-1980's to appoint a committee on trade 
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policies headed by Dr. Abid Hussain, the then commerce 
secretary and subsequently member of the Planning 
Commission, and a committee headed by Mr. M. Narasimham 
to examine issues related to a "poissible shift from fiscal 
to financial control". 
The Abid Hussain Committee report was a path 
breaking exercise which emphasised that trade cannot be 
separated from the national economy as exports are a 
means of transforming domestic resources into foreign 
resources, which are necessary to finance the process of 
development. It focussed export as an engine of growth 
though it did not recommend an export growth strategy 
and said export promotion in the domestic economy.'* 
From 1985 , the import-export policies were made 
durable for three years instead of annual revision in order 
to provide a massive stability to the trade policy. 
The fiscal and balance of payments crisis that 
erupted in 1991 in the wake of the third oils price shock 
triggered by the Gulf War (1990) required drastic remedies 
undreamed of Indian context of planning on a socialistic 
pattern of development which relied on a command 
economy. 
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The Government announced an initial package of 
trade policy reform on 24th July, 1 9 9 1 . Several changes 
in trade policy were introduced aimed at strengthening 
export incentives, eliminating a substantial volume of 
export licensing and optimal import comparison in view 
of the Balance of Payment (BOP) situation. Essential 
import of sensitive items, such as, POL and Fertilisers 
were fully protected, but other imports of raw materials 
and components were linked to export performance, 
through an enlargement and structuring of the replenishment 
licensing system. 
REP licences have been replaced by a new instrument 
named eximscrips. Eximscrips will be the means of obtaining 
access to certain categories of imports of raw materials, 
components and spares. Eximscrips will be issued on the 
basis of Free on Board(FOB) value of exports on Net 
Foreign Exchange (NFE) earnings from exports. 
All REP licences issued against exports prior to 24th 
July, 1 9 9 1 , will of continue to be valid for the life of 
the licence and will have the same import entitlement as 
the new eximscrips. Additional licences issued to export 
houses/ t rading houses, which were earlier valid for a 
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more limited range of imports, will also be valid for the 
same range of imports as eximscrips. 
As a measure of import compression and to strengthen 
the linkage between import capability and export, two 
further changes have been made. The category of unlisted 
Open General Licence (OGL) has been abolished. They 
are now importable only against eximscrips (except for 
SSI and manufactures of life saving drugs and equipment).^ 
Advance Licensing: 
The system of advance licensing is designed to 
provide exporters with duty free access to the input they 
need to produce commodities for world markets. This is 
an important instrument of trade policy especially in our 
situation where tariff level are still high. The government 
has taken the following steps. 
1. The number of documents accompanying an advance 
licence application has been reduced from 9 to 3 
where norms are prescribed and to 4 where they are 
not prescribed. 
2. At present norms have been prescribed for 540 items. 
This has been increased to over 1000 items by 3 P ' 
October, 1991 and more items covered thereafter. 
37 
Improvement in Advance Licens ing: 
A new value aided based advance licensing system 
has been introduced in which duty free imports of raw 
material and components are permitted upto a certain 
percentage of declared export value. Self certified advanced 
licensing facility has been provided to export houses, 
commercial houses, star trading houses and super star 
trading houses, the export time ceiling under this advance 
licensing scheme in Exim policy 1997-2002 has been 
extended from 12 months to 18 months. Similarly, the 
validity duration for advance licensing has also been 
extended from 12 months to 18 months. 
3. Advance licences will especially valued in free foreign 
exchange both for the purpose of import and export. 
The currencies in which such values are dominated 
will be limited to those notified for this purpose by 
the RBI. 
4. The existing procedure for obtaining Bank Guarantee 
(BG) and Legal Undertaking (LUT) from different 
categories of exporters is being streamlined and 
liberalised. 
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5. The power of revalidation wliich presently vests in 
the licensing committee at the headquarters has 
been delegated to the licensing authorities. 
6. The procedures for considering advance licence 
applications have been simplified to ensure that 
advance licences will be issued within 15 days of 
application in all cases where input-output norms 
have been fixed, where norms have not been fixed, 
the licence will be issued within 45 days.^ 
C u s t o m s Tariff Rates : 
The customs tariff rates are regularly on the slowdown 
since 1 9 9 1 . The peak tariff rate was brought down to 150 
per cent from 300 per cent in July 1 9 9 1 . It was further 
at random to 110 per cent in 1992-93 , 85 per cent in 
1993-94 , 65 per cent in 1994-95 and 50 per cent in 
1995-96 . At present the minimum rate is 35 per cent and 
maximum 50 per cent. The central excise rates have also 
witnessed declined less or more items are brought under 
the MODVAT net.^ 
Export Promot ion Capital Goods S c h e m e (EPCGS): 
EPCG scheme has been started to permit the exporters 
to import capital goods on concessional import duties. 
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Under new export-import policy (1997-2002) exporters of 
goods and services can import capital goods by paying 
only 10 per cent import duty. Under EPCG such importers 
of capital goods have to export goods of four times GIF 
value within next five years towards creation of such 
facilities. So far 18 proposals for establishment of EPIPs 
have been sanctioned. 
New Strategy for Export Promot ion : 
On 2nd January, 1998, the Ministry of Commerce 
announced medium term export strategy for attaining 
annual export target of $90 billion by 2002 . The measures 
adopted under this new strategy are : 
— Removal of infrastructural obstacles for export 
promotion. 
— Minimise the cost of export credit. 
— Developing new specific products. 
— Extension of markets. 
— Under new strategy 11 products have been identified 
for export promotion. 
The new strategy recognises the importance of 
strengthening export processing zones, export oriented 
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units and EPCG scheme for ensuring a better export-
oriented production base. 
Liberal i sat ion of Gold Import Pol icy : 
Gold import policy announced in 1 9 9 2 , gave 
permission to NRIs and Indian tourists coming from 
abroad to bring gold upto 5 kgs while coming to India. 
On 31 December, 1996 the government liberalised this 
ceiling of gold import upto 10 kgs. After adopting this 
gold imports policy 825 .8 tonnes of gold was brought to 
India upto November 1996. 
With a view to promote trade among SAARC countries, 
India unilaterally removed all quantitative restriction on 
imports of around 2300 items from SAARC countries with 
effect from August 1, 1980-. The move is expected to give 
considerable boost to the eventual establishment of a 
South Asian Free Trade Area (SAFTA). Further, in this 
direction a trade agreement was concluded on December 
28 , 1998 , between India and Sri Lanka which will result 
in zero import tariff for most commodities on both sides 
by 2 0 0 7 . 
Accordingly, a separate Directorate General of Anti-
dumping and Allied Duties has been established in the 
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Ministry of Commerce to handle anti-dumping cases 
expeditiously. To date, preliminary or final duties have 
been recommended in 31 cases and 7 cases are presently 
under investigation and another 3 cases are under review.*^ 
Reserve Bank of India (RBI) and Fore ign Trade 
Under Economic Liberal izat ion: 
As the apex bankig institution of the country, the 
Reserve Bank of India's role in the Indian economy has 
been dual: promotional and regulatory. However, in recent 
years, its promotional role has been more predominated. 
In the field of providing finance to foreign trade, 
the Reserve Bank of India performs several important 
functions, some of which are as follows. 
1. It sanctions loans to the schedule banks against the 
security of bills of exchange drawn in the course of 
foreign trade. 
2. It exercise control over foreign exchange so that it 
could be made available to meet the genuine needs 
of foreign trade. 
3. It maintains the external value of the rupee. 
RBI plays an important role in maintaining the 
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stability of exchange value of the rupee and acts as an 
agent of the government in respect of India's membership 
of International r^onetary Fund (IMF). The RBI also 
perform a developmental and promotional functions. These 
apart, the Reserve Bank of India also handles the borrowings 
programme of the Government of India.^ 
Industrial D e v e l o p m e n t Bank of India (IDBI) and 
Foregin Trade: 
The Industrial Development Bank of India was 
established in July 1964, with the passing of a bill into 
law of the Public Financial Institutions (Amendment) Act 
1975 , the IDBI has now been made the apex financial 
institution to aid and control the functioning of other 
financial institutions. 
In the field of foreign trade. IDBI provides direct 
loans to the export oriented industrial units and bonafide 
exporters . It also grant refinance against export credit 
provided by the schedule bank. 
Commerc ia l Banks and Foreign Trade: 
The exporters get pre-shipment as well as post-
shipment finance from commercial banks. The pre-shipment 
finance from commercial banks are in the form of packing 
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credit in respect of shipment expected to made within a 
period not exceeding 180 days from the date of advance 
is granted. While there is no specified time or period 
defined for post shipment finance. The amount is generally 
forwarded in the form of loan, cash, overdraft and 
discounting of bills. If a loan is granted the borrower can 
draw the amount either in cash or it can be credited to 
his current account from which he may withdraw the 
amount as and when required. According to credit policy 
announced in 1970, banks are authorised to levy a 
commitment charges as soon as the commitment is made. 
Interest is chargeable right from the time the loan is made 
until the repayment and is debited on a quarterly basis. 
Under cash credit and overdraft facilities, a credit 
limit is sanctioned for each customer by the bank and the 
party is permitted to withdraw a part of whole of amount. 
This facility provided flexibility in drawings. The credits 
can be utilised as and when required and the interest is 
chargeable only on the amount drawn. 
Public Sector Trading Organisations: MMTC And STC 
Public sector trading organisations like State Trading 
Organisation (STC) and Minerals and Metals Trading 
Corporat ion (MMTC) have traditionally depended on 
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canalised trade. They will now be reoriented to achieve 
the objectives of emerging as International Trading House, 
capable of operating in a competitive global environment, 
of serving as effective instrument of public policy and of 
providing services to small scale / cottage sectors. 
Government will support the development of export 
houses and trading houses as instruments for promoting 
exports . Following initiatives are being taken: 
1. With effect from 1st April, 1992 additional licence 
have been abolished and export houses, trading 
houses and star trading houses have received additional 
eximscrips at the rate of 5 per cent of Free on 
Board (FOB) value of exports. 
2. Export houses, trading houses and star trading houses 
received additional licences at varying rates based 
on their net foreign exchange earnings in the 
previous years. For the year 1991-92 it has been 
decided to widen the range of items which can be 
imported against additional licences. 
3. Government has announced that permission will be 
given for setting up of trading houses with 51 per 
cent foreign equity for the purpose of promoting 
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exports . Such trading house will be eligible for all 
benefits available to domestic export and trading 
houses in accordance with the export / import policy.^° 
Export Oriented Units (EOUs): 
Since 1 9 8 1 , the government introduced a 
complementary plan of EPZ scheme for promoting export 
units (making export of their cent percent production). 
This scheme offers a wider sources of raw materials, 
hinterland facilities, availability of technology, skills, 
existence of industrial base and the need for a larger area 
of land for the projects. In the latest Exim policy (1997-
2002), agricultural export have been given double weightage 
iwhile deciding the efficiency of export houses and trading 
houses. 
Export H o u s e s , Trading H o u s e s and Star Trading 
H o u s e s : 
This unit provided some special facilities and benefits 
by the government on March 3 1 , 1998, 7 Super Star 
Trading Houses, 46 Star Trading Houses, 431 Trade 
Houses and 2801 Export Houses were working in the 
country. Since April 1, 1994, the government added one 
new category named Super Star Trading Houses which 
has the highest average annual foreign exchange earnings. 
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Export Promot ion Industrial Park (EPIP): 
A centrally sponsored EPIP scheme has been introduced 
in August 1994 with a view to involving the State 
Government in the creation of infrastructural facilities for 
export oriented productions. It provide for 75 per cent 
(limited to Rs 10 crore) grant to State Government 
Companies Act as sections 108-A to 108-1. 
However, these section will now only cover acquisition 
and transfer of shares related to dominant undertaking. 
The provision relating to registration under section 
26 of the MRTP Act stand deleted with the issue of the 
ordinance and therefore now no undertaking will be 
required to be registered as an MRTP undertaking under 
this Act. 
Export Oriented Units (EOUs) and Export Proces s ing 
Zones (EPZs) S c h e m e : 
The Government has liberalised the scheme for 
export oriented units and export processing zones, 
agriculture, horticulture, poultry, fisheries and dairying 
have been included in export oriented units. Export 
processing zone units have also been allowed to export 
through trading and star trading houses and can have 
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equipments on lease. These units have been allowed 100 
per cent participation in foreign equities. 
1. Export P r o c e s s i n g Zone (EPZ): 
These zones are playing important role in promoting 
exports of the country. At present , India is having eight 
export processing zone one in the private sector and 
seven in the public sector. EPZ in private sector has been 
opened in SACHIN industrial area in Surat and seven 
public sector are as follows : 
1. Kandla (Gujarat) 
2. Santa Cruz (Mumbai) 
3. Falta (West Bengal) 
4. Noida (U.P) 
5. Cochin (Kerala) 
6. Vishakhapattanam (Andhra Pradesh) 
7. Chennai (Tamil Nadu) 
Full Convertibi l i ty of Rupee in the Current Accounts 
And Economic Liberal izat ion: 
In 1992-93 a new system named Liberalised Exchange 
Rate Management System (LERMS) was introduced and 
since March 1, 1992 double exchange rate system was 
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adopted. Under new system, the exporters could sell 60 
per cent of their foreign exchange earnings to authorised 
foreign exchange dealers on open market exchange rates, 
while 40 per cent sale was made compulsory on exchange 
rates decided by the RBI. LERMS showed good results and 
encouraged by it, the government introduced in 1993-94 
full convertibility of rupee in trade accounts. By adopting 
this step the government abolished double exchange rate 
system for export and import and implement LERMS 
based on open market exchange. In budget proposal of 
1994-95 , then Union Finance Minister, Dr. Manmohan 
Singh, declared the full convertibility of rupee in the 
current accounts. This full convertibility, however, did not 
meet the norms prescribed by the IMF under Article VIII 
of the agreement. Articles VIII does not lay any restriction 
on current account transaction among the nations. 
On 19th August, 1994 the RBI declared certain 
relaxation while declaring full convertibility of Indian 
rupee in current accounts. 
1. The repatriation of income earned from investment 
by NRls and their overseas corporate bodies will be 
allowed in a phased manner over three years period. 
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2. Interest repatriation facility was provided on deposit 
of Non-Resident Non-Repatriable (NRNR). Account 
from October 1, 1994, but the principle amounts 
remained non-repatriable. 
3. No new deposit under foreign currency (ordinary) 
non-repatriable deposit scheme were to be accepted 
after August 20, 1994, but deposits accepted before 
October 1, 1994 under FCONR scheme will get the 
facility of interest repatriat ions. 
The process of easing the restriction was formulated 
in August 1994, with India accepting Article VIII status 
of the IMF. There has been further relaxation of restrictions 
on current transaction in 1995-96 and 1996-97.^^ 
Full Convertibi l i ty of Rupee in the Capital Accounts: 
Development^; in the capital account period 1997-
98 shifted dramatically from capital flows excluding the 
current financing requirements leading to accretion in 
Reserve Bank's foreign currency assets in the period 
April-August 1997 to a aspect in September-February 
1997-98 when exchange market disturbe slightly in capital 
inflows, and required the Reserve Bank's mediation, sales 
during the period. In March 1998, there was return of 
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stability in the exchange market and the resuming of the 
capital flows; accordingly, the Reserve Bank to compensate 
reserve losses. 
Under the impact of exchange market volatility, 
portfolio investment by Foreign Institutional Investors 
(FIIs) and deposit schemes for Non-Resident Indians (NRIs) 
were adversely affected on the opposite side, direct 
foreign investment external assistance, and externa! 
commercial borrowing remain unaffected notwithstanding 
the separate speculative to assail on the exchange rate, 
although entities raising fund under commercial borrowings 
to disclose a preference for holding funds abroad, partly 
to avoid exchange risk and partly in response to inactive 
industrial activity.^^ 
R e c o m m e n d a t i o n s of the Commit t ee on Capital 
Account Convertibi l i ty: 
* The committee recommended that the changes of 
Capital Accounts Convertibility (CAC) be spread over 
1997-98 to 1999-2000 and sequenced aLONGQwith progress 
towards attainment of the pre-condions/signposts stipulated 
for the relevant year, and depending on the assessment 
of authorities, the implementation of measures could be 
accelerated or decorated. 
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Fiscal condition, a mandated inflation target and 
strengthening of the financial system should be 
regarded as crucial pre-condition/sign posts for Capital 
Account Convertibility (CAC) in India, in addition, a 
few important macro-economic indicators viz exchange 
rate policy, the balance of payment , and the 
adequately of foreign exchange reserves should be 
assessed on an ongoing basis. 
For the non resident banks, allowing forward cover 
in rupee accounts, cancelling/re-booking, enhanced 
overdraft limit and limited investment. 
Overseas investment by Security And Exchange Board 
of India (SEBI) registered Indian investors (including, 
Matual Funds) and short term borrowing by the All 
India Financial Institutions within limit. 
Maturity restriction on FIIs investment in debt 
instruments be removed and investment to a separate 
ceiling and not ECB ceiling. 
For resident individuals; allowing foreign currency 
denominated deposits foreign capital transfer, and 
liberalisation of repatriation norms. 
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* To allow forward market, derivatives and futures. 
* Participation in internal commodity market. 
* Development of Treaty Bill market and access to FII 
in it. 
* Prominent roles of the Primary Dealers and the 
satellite dealers. 
* Setting up office of the public debt to handle part 
of issue of dated securities and Treasury Bills. 
* Development of gold market with participation of 
bank and financial insti tutions, gold dominated 
deposits, loans and gold derivatives. 
* Replacement of the requirement of prior approval of 
the RBI, with subsequent reporting and dispensing 
with such requirement in case of dis-investment in 
a number of cases consuming investment by both 
residents and non-residents.^^ 
* Status of implementation of the Report On Capital 
Account Convertibility. 
* Authorised Dealers have been permitted to borrow/ 
invest abroad upto 15 per cent of their unimpaired 
Tier P' capital. The cap on the investment does no 
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apply to overnight placement made out of funds in 
the Nastro Accounts. 
Authorised Dealers have been delegated powers to 
release exchange for opening of offices abroad 
subject to fulfillment of certain conditions. 
Loans for period with average maturity of 8 years 
for ECBs up to US$ 100 million and those with 
average maturity of 16 years for ECBs up US$ 200 
million have been kept outside the ECB cup for 
general corporate objectives. 
Prior approval of the RBI as regards exports after 
the proposals have been cleared by the Working 
Group/EXIM Bank/Authorised Dealers, as the case 
may be have been dispensed with. 
Exchange Earners Foreign Currency entitlement has 
been raised to 50 per cent. 
Bank fulfilling certain criteria have been permitted 
to import gold for resale in India. 
India ent i t ies have been permi t ted to access 
international commodity exchanges for heading the 
price risk. 
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* FIIs are permitted purchase/sa le of Treasury Bills 
within over all approved debt ceiling.^'^ 
Liberal i sat ion of Foreign Inves tment Pol icy: 
The Government has introduced a number of policy 
measures to achieve an annual target of foreign 
investment worth $10 billion. These are as following 
1. 48 high priority industries of the country. Have been 
given the self approval facility for foreign equity 
investment up to 51 per cent. 
2. NRIs have been granted investment permission, with 
cent percent (100 per cent) equity for repeatability 
in high priority industries. 
3. RBI has granted permission to foreign nationals of 
Indian origin for acquiring housing assets without 
seeking prior permission of RBI.^^ 
Improt Pol icy : 
The import policy in the post-independence period 
was guided by considerations of a growth oriented policy 
which should ultimately lead up to the objective of self-
reliance: 
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(a) Import should be limited as for as possible so as 
to conserve foreign exchange . 
(b) Important of those items were to be encouraged 
which would help the industrialisation of the 
economy and import of such items which could 
be produced at home were discourage or completely 
banned. This distinction between essential and 
non-essential items of imports was necessary in 
view of the fact that ever the demand for imports 
of capital goods and other equipment in a 
developing economy could be of such a magnitude 
that it might become difficult to find foreign 
exchange for development of imports. 
(c) The nature of imports should be so modified that 
it help export promotion and thus mitigates the 
deficit in the balance of payment position ultimately. 
Export-Import Bank of India (EXIM): 
The Export-Import Bank of India was set up by an 
Act of Parliament on January 1, 1982 and started 
functioning from March 1, 1982. The exim bank has been 
en tang led^o function as the principle financial institution 
for p^roipoting exp6>4;^ s "^nd coordinating the networking 
( Ace. No. j ' ^ l 
X^^T-^sfg ::4 
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of other institution engaged in financing foreign trade. 
The bank has authorised capital of Rs. 200 crore, which 
can be increased to Rs 500 crore. It's initial paid up 
capital amounted to Rs 50 crore which has been raised 
to Rs 147 .50 crore fully subscribed by the Government 
of India. 
The main focuses of Exim Bank's operations is on 
export credits for medium term and long term exports, 
when ever a buyer of exported goods, services from India 
is followed for deferred payment, an export credit arises. 
It was classified that goods in group A which is 
eligible for term credit beyond 2 years and group B Which 
is eligible for credit up to a maximum of 2 years. Such 
credit may be in the form of suppliers credit or buyers 
credit. Supplier credit arises when an Indian exporter 
extended credit to the overseas buyers and finance 
himself through Exim Bank. The deferred export takes the 
forms of buyers credit. Exim bank operates three, broad 
programmes of financing which are (i) Loan (ii) Re-
discounting and (iii) Guarantees. 
The credit is needed at each step of operation in 
export trade whether at pre-shipment or post-shipment 
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stages and there are various ways of obtaining these 
credit facilities from the commercial bank or export credit 
agencies specially set up for the purpose. These finances 
are in the form of loan, overdraft, cash credit, rediscounting 
of bills and insurance cover for various risk involved. The 
government of India has taken every possible steps to 
cater the credit needs of exporters either in the form of 
buyer or supplier credit. 
The Exim bank also discharges duties of coordinating 
the activities of various financial institution, providing 
finances for export and import for goods and services. 
Besides India, this bank also manages finances of third 
world countries for export and import of goods and 
services. On march 3 1 , 1 9 9 4 the paid up capital of bank 
was Rs. 336 crore. While its authorised capital was Rs 
500 crore. 
Sal ient Features of New Exim Policy ( 1 9 9 7 - 2 0 0 0 ) : 
1. Reduction in Operational Complexities. 
2. Import Liberalisation of 542 goods (including 10 
per cent consumer item) enlisted in restricted List. 
3. Abolition of VABAL. 
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4. Introduction of DEPS by modifying Pass Book 
Seheme. 
5. Reduction of import duty EPCG from 15 per cent 
to 10 per cent. 
6. Extending the benfit of EPCG liaving zero import 
duty to sevice sector also. 
7. Validity of import free licence is extended from 
12 months to 18 months. 
8. Additional assistance for having new internatinal 
market. 
9. The use of data communications net work is 
allowed for exporting software items. 
10. To Provide the benefit of deened export to oil and 
gas sector side by side with power sectors. 
11 . To computerise all offices of foreign trade directorate 
by September, 1997. 
Modified EXIM Policy was announced by Commerce 
Ministry on March 31 , 1999 which included following point. 
1. 894 import items mostly consumer and agriculture goods 
have been shifted to Open General Licensed (OGL).' 
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2. 414 import items have been shifted to Special Import 
License (SIL). 
3. Now only 667 items remain in restricted list of imports. 
4. All services like tourism, legal or medical would be given 
the Export House Status. 
5. Bringing down the threshold limit under Export 
Promotion Capital Goods Scheme (EPCG) to Rs 1 crore, 
from Rs 30 crore, now for textile, chemical and plastics. 
6. DEPB scheme will neuterialised not only the basic 
customs duty but also the special customs duty. 
7. Special green card for exporters exporting 50 per cent 
of their products. 
8. Net foreign exchange earning as a percentage of export 
uniform at 20 per cent for both EOUs and EPZs. 
9. No export target has been fixed for next fiscal years. 
10. The entitlement of Domestic Tariff Area sales for EOUs 
& EPZs increased to 50 per cent of FOB value ot 
previous years. 
11. Duty free import of consumables upto certain limit for 
gems & jewellary, handicraft and leather sector has been 
permitted. 
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12. The period for fulfilment of past export obligations in 
respect of advance license and EPCG scheme has been 
extended.-^^ 
India, on Friday, April 1, 2000, announced licencing and 
quota restriction on a large number of import goods in line 
its WTO obligation and sought to follow the heavy successful 
Chines example of export promotion through estabishment of 
Special Economic Zones (SEZs), where export production can 
take place free from all import -export rules and regulation. 
Commerce and Industry Minister, Mr. Murasoli Maran 
announced changes in export and import policy for 2000-
2001, ending the licencing and quota raj on import of 714 
consumer products with effect and promising abolition of such 
lines on the remaining 715 items in April next year. 
Import of a large number of agricultural, textile and 
consumer goods such as bam, meal, caviar, salmon, herrings, 
trout, cigars, suits, blazer, skirts, shawls, scarves, shoes, pearls, 
precious stones, artificial jewellary, watches, table and 
kitchenware, music systems, VCRs, milk and milk products, 
tea, coffee, wheat, flour, fruites and vegetables, nuts and 
spices, paper products, electrical goods and artware will no 
longer required a licence.-^^ 
61 
The consumer floodgates have been opened for all but 
less than 700 items. There are no need to wait and curse 
the desi manufacturer for poor quality. 
Be it processed food consumer durables or simple ceiling 
fans, most of the porducts that have move into the free list 
of import face the peak custom duty of 35 per cent, meaning 
add to that countervailing duty and surcharge and you will have 
to sell out around 50 per cent in tariff. 
For the upwardly mobile Indian citizen however, the 
slogan of the day is: Have money, will import, except for 
liquor, cigarettes, chocolates, cars, television and items 
reserved for the small scale units virtually every thing including 
example of tea could be source from abroad. 
The sector that are likely to witness maximum impact on 
account of the amendments made in the import-export policy 
2000 are consumer durables, apparel, processed foods, 
footwear, toilet fittings, electrical equipment, watches, carpets 
and handicraft. Tiny segment like sunglasses, photographic 
film and glassware have also been opened upto.^^ 
Licensing restriction on import of several "sensitive" 
products such as liquor, cars, cigarettes and television sets will 
stay till April next year. The government believes that the 
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scrapping of licensing and quota limitation on import will not 
hurt Indian industry. Officials quoted that import limitation 
were being phase out since 1996,but the rate of import growth 
had been falling. 
Mr. Murasoli Maran, assured domestic producers that 
there were still 'enough safeguard' to protect them against any 
possible surge in imports. He said a policy to attract 100 
per cent FDI in these zones will also be announced soon. 
On the export front he announced a number of a schemes 
aimed at achieving an export growth of 20 per cent in dollar 
terms in 2000-2001. A number of Special Economic Zones 
(SEZs), would be situated in different parts of the country, 
like in China which derives 40 per cent of its exports from 
such zones. A private sector SEZ in an area of 3500 hectares 
at Pipavav in Gujarat and another at Tuticorin in Tamil Nadu 
would be the first two SEZ in the country. Besides the existing 
export processing zones in Mumbai, Kandla, 
Vishakhapattanam and Cochin would be converted into SEZs.^° 
After zero duty on a two stage duty, the government today 
introduced a single uniform duty of 5 per cent for the Export 
Promotion Capital Goods (EPCG) scheme in EXIM 2000-2001. 
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The Government also relaxed the norms for importing 
second hand capital goods which are less than 10 years old. 
Such goods can henceforth be imported directly on the 
surrender of SIL, with out obtaining an import licence. 
In another major step to secure status, involvement in the 
national export derive, Maran announced an incentive scheme 
with an initial outlay of Rs. 250 crore. Since the state forgo 
taxes on export, they have little incentives to promote exports. 
The Central Government plans to provide financial incentive 
to promote export states based on their export performance. 
The states can use the funds for export promotion activities 
such as infrastructure development. Maran said the outlay for 
the scheme would be stepped up in the coming years.^^ 
General Agreement on Tariff and Trade (GATT) To 
World Trade Organisation(WTO): 
GATT was established in 1948, as a multilateral treaty 
aiming to libralised international trade and place it in a secure 
basis. From 1 January, 1995, GATT was to be superseded by 
the World Trade Organisation, in accordance with an 
agreement reached under the Uruguay Round of trad? 
negotiation. 
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The WTO is the legal and institutional foundation of the 
multilateral trading systeni. 
The Ministerial Conference is highest authority of the 
WTO. It is composed of representation of all WTO members 
at ministerial level and take decision on all matters under any 
of the multilateral trade agreements. The conference is 
required to meet at least every two years. 
The council convinces as the trade dispute settlement 
procedure and as the Trade Policy Review Body, to conduct 
regular review of the trade policies of WTO members. 
The main function of the WTO is to administer and 
facilitate the implementation of the result negotiation, to 
administer the trade dispute settlement procedures, to review 
national trade policies and to cooperate with other 
international institution, in particular the IMF and World Bank, 
in order to achieve greater coherence in global economic 
policy making. 
The WTO aims to encourage development and economic 
reform among the increasing number of developing countries 
and countries with economies in transition participating in the 
international trading system. 
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The WTO Agreement recognised the need to protect the 
environment and to promote sustainable development. A new 
committee on Trade and Environment to identify the 
relationship between trade policies; 
WTO and India's Trade Policy: 
During April, 1998, the Trade Policy Review Body (TPRB) 
of the World Trade Organisation (WTO) undertook evaluation 
of India's Trade Policy. 
The last judgment of India's trade policy by the apex body 
on world trade was in 1993. However, with the agreement 
of the General Agreement on Tariff and Trade (GATT), by the 
WTO, over and above the conventional areas of trade policy 
the recent review by the TPRB also include the "new areas" 
of service trade and trade related aspects of intellectual 
property rights. 
The TPRB has mentioned sharp tariff reductions 
undertaken by India between 1993-94 and 1997-98. The 
simple average of all tariff rates has lessen from 71 per cent 
in 1993-94 to 35 per cent in 1997-98. During the same time, 
average tariff on import of manufactures has come down from 
73 per cent to 36 per cent. The applied rate and the high 
tariff for agriculture imports during 1997-98 were at 26 per 
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cent and 45 per cent respectively. The overall import-
weighted overage tariff has come down- from 87 per cent 1990-
91 to 20 per cent in 1997-98, even after taking into account 
the short time duty of 5 per cent. 
The TPRB noted that since the last review, India had done 
significant progress in the reduction of non-tariff barriers as 
well. During the time of current review the list of freely 
importable goods and good under SIL covered about 68 per 
cent and 10 per cent respectively, of the total tariff lines. 
Between 1995-96 and 1997-98, India has progress the 
coverage of SIL by about one third. The country has proposed 
a six year phase out programme for shifting the remaining 
restricted goods to the freely importable category. The part 
of imports on which state trading corporations have some 
monopoly has also been reduced from 27 per cent during the 
term of the last decade to 19 per cent in 1997-1998.^^ 
The TPRB to felt that the process of liberalization of 
India's trade policy has not made progress in certain 
directions. The focus of Indian trade reforms is on export-
orientation rather than on a more general out ward 
orientations .In main WTO consistent of the income tax 
exemption on profits from export earning has been 
questioned. Some member of TPRB pointed out that many 
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exporters in India are entitled to SIL. Since these licenses are 
freely transferable and fetch a premium in the market they 
suggest that the facility may be perceived as an export 
subsidy.^^ 
By virtue of its WTO membership, India automatically avail 
of Most Favourable Nations (MFN) and National Treatment 
from all WTO member for its exports and its participation in 
this increasingly rule-based system is aimed towards ensuring 
more stability and predictability in the government of 
international trade. 
As a member of the WTO, India has bound about 67 per 
cent of is tariff lines where as prior to the Uruguay Round 
only 6 per cent of the tariff lines were bound for non 
agricultural goods, with a few exception ceiling bindings of 
40 per cent at advaloram on finished and 25 per cent on 
goods, machinery and equipment have been undertaking. In 
textiles, where reduction will be achieved over a period of 10 
years, India has reserved the right to revert duty levels 
prevailing in 1990. Under the agreement on agriculture, 
except for a few items, India bound rates range from 100 to 
300 per cent and no commitments have been made regarding 
market access, reduction of subsidies or tariff. 
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The Agreement on Trade Related Intellectual Properly 
Right (TRIPs) established certain minimum standards 
concerning the availability, scope, use and enforcement of 
Intellectual Property Rights (IPRs) and extends the basic 
principle of non discrimination and transparency to these 
shares. A transition period up to 1.1.2000 for implementation 
these obligation is available, except in the case of provisions 
relating to national treatment and MFN. In addition for areas 
of technology, where products patent is not currently available, 
a further period of up to 1.1.2005, is available in the line 
of adoption of decisions of the disputes and Appellate Panels 
by the Despute Settlement Body of the WTO, in the Indo-
USA dispute on these issues a bill to so amend the patent 
Act was introduced during the 1998 winter session of the 
Parliament and has already been passed by the Rajya Sabha 
on 23.12.1998. These have been followed up by a Presidential 
Ordinance on January 8, 1998 to bring the domestic 
legislation in conformity with our obligations under articles 
70.8 and 70.9 per cent of TRIPs agreement. 
Under Trade Related Investment Measures (TRIMs), India 
has already notified the TRIMS maintained by it. These have 
to be eliminated by 1.1 .2000. Under the Information 
Agreement (I.T.A.), tariff have to be brought down to zero on 
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95 lines by the year 2000, on 4 tariff lines by 2003, on 2 
tariff lines by 2004 and on the balance 116 tariff lines in the 
year 2005. India is also committed, under the Agreement on 
Technical Barriers to establish and administer national 
standards and technical regulations, keeping in view the basic 
precept of MFN, National Treatment and Transparency. 
India's legislation on custom valuations, the custom 
valuation rates, 1998, has been amended to bring it into 
conformity with the provisions of the WTO Agreement on 
implementation of Article VII of GATT 1994 and the Custom 
Valuation Agreement. 
Quantitative Restriction (QRs) on import are currently 
being maintained on Balance of Payment (BOP) grounds or 
around 2300 tariff lines at the eight digit level. The USA has 
filed a Dispute and the Dispute Settlement Process is currently 
in progress in WTO. 
The General Agreement on Trade in Service (GATS) has 
a "positive list" approach thereby allowing WTO. Members to 
take on obligation in the sector of their choice India has made 
commitment in 33 activities, as compared to an average of 
23 activities for developing countries.^^^ 
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India's economic liberalization, as a matter of fact, has brought 
about a revolution in the arena of trade and investment. The policy 
packages introduced under economic liberalization with regard to 
trade and investment are mainly purported to integrate the Indian 
economy with the global economy. 
Conclusion: 
To sum up, it may be concluded that the foreign trade 
policy changes introduced in the economy in the wake of new 
economic policy and thereafter provides competitive stimulus 
for accelerated economic growth. The thrust of the new 
economic policy has been to inject new sources of competition 
in order to induce greater efficiency by the liberalizing policy 
of Exim, foreign investment technology, monetary and 
financial policy. These policies helped to reduce the anti-
export bias of Indian industry which was being exposed to both 
domestic and international competition. The policy facilitates 
the imports of production inputs required for sustaining 
increased industrial growth. On the other hand, exports have 
also responded impressively to the policy references and 
undoubtedly gained from the expansion in the world trade. 
The birth of WTO is hopefully considered to be a platform 
for augmented tradiiig the World over and India is, of course, 
one of them. 
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PERSPECTIVES ON FOREIGN TRADE IN INDIA 
Introduct ion: 
In the previous chapter an attempt was made to throw 
hght on the foreign trade policy packages viz-a-viz economic 
liberalisation. The chapter dealt with, at length, India's 
developmental strategies right from the inception of First 
Five Year Plan through Ninth Five Year Plan. The entire 
nitty-gritty of import-export policies with regard to public 
sector trading organisations, such as, MMTC and STC, 
Export Oriented Unit (EOUs) and Export Processing Zones 
(EPZs), full convertibility of rupee on current and capital 
account, liberalization and foreign investment policy, EXIM 
Bank of India and WTO provisions and foreign trade in 
India, have been critically examined. 
The present chapter deals with the study with regard 
to appraisal of India's foreign trade including imports-
exports and balance of trade during pre and post-NEP 
period. 
The idea of growth through trade is an old concept, 
as trade has since long been termed as 'engine of growth', 
an activator of change and a 'barometer of economic 
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progress ' ^ Exports stimulate progress by augmenting factor 
incomes and tliereby raising demand which in turn stimulates 
technological change and productivity improvement in the 
economy. "The relation of export and economic progress" 
conducted for a group of 50 nation, by Emery RF.^ It was 
found that higher rate of economic progress trends to be 
added with a higher rate of export trends. The study also 
revealed that significant correlation exists between export 
and GNP, per capita income recorded an increase of 1 
per cent for every 2.5 per cent rise in export. Import 
propels economic growth through their influence on capital 
formation in the form of generating financial resources i.e. 
domestic savings can be augmented by capital imports and 
transferring these resources into investment goods useful 
for further production.^ 
It is felt that export which is one of the areas of 
foreign business plays a main role in the economic progress 
of a country. Empirically, there are many evidences which 
show that when free trade policies have been followed the 
rate of progress has indeed export led trends in most 
rapidly developed/underdeveloped countries. But in India 
the role of economic trend was not visualised earlier. As 
a result, India lost her share in world merchandise export 
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which at one period was about 5 per cent (During 1873-
1913), the so called golden period of capitalism. In these 
days Indian exports were many times higher than even that 
of Japan. During 1950 the percentage of India in world 
export stood at about 2 per cent and 1 percent in 1960, 
which further touched the bottom line of as low as 0.61 
per cent in 1998-99. This all speaks quite ill of India's 
trade performance in the world trade. In order to find out 
the reasons thereof, the study makes further at length 
appraisal of trade viz-a-viz the world trade against the 
backdrop of liberalisation for globalisation. 
India's Trade Relat ions with the World: A Performance 
Appra i sa l : 
In post independence period i.e. 1950, India's share, 
in the total world trade was 1.78 per cent, which declined 
to 0.60 per cent in 1995 . Since 1970 this share has 
remained intact at 0.6 per cent witnessing the sluggishness 
in India's trade performance. However, India's trade relations 
with all the world region have witnessed an increasing trend 
over the years. In view of the current economic liberalisation 
of 1991 and thereafter India has taken major initiatives 
to diversify it's exports. India's exports cover over 7500 
commodities to about 190 countries while imports from 
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about 140 countries account for over 6000 commodities 
(Table-1). 
Table-2 presents statistics regarding world exports, 
Indian exports and share of exports bagged by India in 
the world exports during the period 1950-1998 . The data 
summarised in this table disclose that the value of world 
exports during the year 1950 was US$ 68595 million. 
While it has increased to US$ 5430900 million in the year 
1998 showing an increase of approximate 80 times in the 
span of almost 5 decades. Accordingly the growth of 
Indian exports reveals that it grew only by approximate 26 
times, i.e. from US$1269 million to US$ 32881 million 
during the period under reference. Consequently, India lost 
her market share in the world export her share in world 
export during 1950 was 1.85 per cent. Whereas in the year 
1998 this figure stood at only 0 .61 per cent indicating a 
decline of 1.24 per cent. Table-2 disclosure that India 
couldn't keep the same pace of growth in the export sector 
as that of world export sector. 
Table-3 presents and analytical accounts with regard to 
India's foreign trade accounting for a number of structural 
changes during the planning period. The Table reveals that 
percentage of non-traditional goods in total exports share 
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Table - 1 
India's Share in World Trade 
(1950 to 1998) 
(in percent) 
India's Share Year Exports Imports 
in Total 
World Trade 
PreNEP 
1950 
1960 
1970 
1980 
1990 
Post-NEP 
1991 
1992 
1993 
1994 
1995 
1996 
1997 
1998 
1.85 
1.03 
0 .64 
0 .42 
0 .60 
0 .50 
0 .53 
0 . 5 8 
0 .60 
0 .57 
0 .70 
0 . 6 5 
0 .62 
1.71 
1.69 
0 .65 
0 .72 
0 .66 
0 .56 
0 . 6 1 
0 .60 
0 .63 
1.78 
1.38 
0 . 6 5 
0 .57 
0 .59 
0 .53 
0 .57 
0 .59 
0 .61 
A 
A 
( Ace. NQ—. )^li 
Sources: Compiled by the Re^S^e^cir/jSc-hl^lar from: 
1. UNCTAL' Handbook of International Trade and Development 
Statistics, 1994 and United Nations, 1995. 
2. "Yojana", the Minis t ry of In fo rmat ion and 
Broadcas t ing , New Delhi, Feb. 1998 and Hand Book 
of Industrial Directory. 
3. "Pratiyogita Darpan, Special for Indian Economy", 
Agra, 1999, p. 103. 
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Table - 2 
Trends in World Exports, India's Exports And 
Share in the World Exports Between 
1950 to 1998 
(U.S. $million) 
Year World India's Percentage 
Exports Exports Share 
1269 1.85 
1346 1.03 
2026 0.69 
8586 0.45 
17975 0.54 
17664 0.51 
19564 0.53 
21553 0.58 
25075 0.59 
30764 0.60 
33054 0.62 
34245 . 0.62 
32881 0 .61 
Sources: Compiled by the Research Scholar from: 
1. Indian Economic Survey (Various Issues) 
2. UNCTAD Handbook of International Trade and Development 
Statistics (Various issues). 
3. Foreign Trade 8s Balance of Payment, Centre for Monitoring 
Indian Economy, July 1999. 
Pre-SEP 
1950 
1960 
1970 
1980 
1990 
Post-NEP 
1991 
1992 
1993 
1994 
1995 
1996 
1997 
1998 
68595 
130680 
293400 
1895600 
3334400 
3436300 
3690800 
3702400 
4266200 
5106800 
5320600 
5547900 
5430900 
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has regularly progressed over a period of time under 
review. l\\e expor ts tea, meat , leather and leather 
manufactured goods have registered a high percentage 
growth. However, of late, the items such as pearls, 
precious and semi-precious stones have become one of the 
main exports items. India always exported a few traditional 
commodities like tea, coffee, rice, pieces, tobacco, meat 
and iron ore etc. Indian exports cover a large area of 
agricultural and industrial commodities such as, handicrafts, 
readymade garments and leather manufactures etc. The 
electronic hardware and software are the new entrants into 
the list of India's exports items specially in the post 
liberalisation period. The reasons of better performance 
of these items are attributed to the government liberalisation, 
measures in terms are reform packages for the external 
sector. 
Table-4 provides statistics with regard to the 
volume of Trade Balance in post independent era including 
pre and post-NEP period i.e. from 1950 to 1999-2000 . 
It is a fact that during planning period, the balance of trade 
remained unsatisfactory. Our imports have exceeded exports, 
showing a trade deficit. During 1950-60, India's exports 
increased from US$12585 million to US$ 27419 million 
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Table - 4 
India's Exports, Ixnpots and Trade Balance 
(1950-60 to 1999-2000) 
(U.S. $million) 
Exports Growth Imports Growth Trade 
Including Rate Rate Balance 
Re-export (%) (%) 
Year 
Pre-NEP 
1950-60 
1960-70 
1970-80 
1980-90 
Post-NEP 
1990-91 
1991-92 
1992-93 
1993-94 
1994-95 
1995-96 
1996-97 
1997-98 
1998-99 
1999-2000 
(April-Dec.) 
12585 
1608 
45776 
106944 
18143 
17865 
18537 
22238 
26330 
31797 
33470 
35006 
33659 
27419 
— 
2.78 
18.45 
13.36 
— 
-1.5 
3.8 
20.0 
18.4 
20.7 
5.3 
4.6 
-3.9 
-22.75 
16779 
25502 
54858 
165219 
24075 
19411 
21882 
23306 
28654 
36678 
39133 
41484 
41858 
34458 
— 
5.19 
11.51 
20.11 
— 
-19.4 
12.7 
6.5 
22.9 
28.0 
6.7 
6.0 
0.9 
-21.4 
-4194 
-9417 
-9082 
-58275 
-5932 
-1546 
-3345 
-1068 
-2324 
-4881 
-5663 
-6478 
-8199 
-7039 
Sources: Compiled and Computed by Research Scholar from 
DGCI&S (Indian Economic Survey) 1998-99 and 1999-
2000. 
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in 1999-2000 (April - Dec.) Indicating an overall growth 
of 2.17 times in the span of 50 years. Whereas India's 
imports registered slower growth than exports during the 
period under reference 1950-60 . India's imports increased 
US$ 16779 million to US$ 34458 million in 1999-2000 
(April-Dec.) registering and increase of 205 times in the 
span of 50 years. As consequence, the trade losses widened 
so much so that and it reached a volume of US$ 7039 
million in 1999-2000 (April-Dec.) from a mere US$ 4194 
million during 1950-60. The table reveals that in the 
decade of 1980-90, there was witnessed ever higher trade 
losses even though export sector and achieved higher 
growth rate. 
Further scanning of the table reveals that during the 
decades of 1960-70, 70-80 and 80-90, i.e. in the pre-NEP 
period, the Indian export performance was quite prominent 
with an annual average growth rate of 2 .78 percent, 
184 .70 per cent and 133.59 percent respectively. 
However, in the post-NEP period i.e. in 1990 -91 , 
exports from India experienced a set back leading to 
deterioration in India's Balance Of Payment (BOP) position. 
The crisis of the balance of payment position, in fact 
compelled the Government of India in July, 1991 to adopt 
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a liberalisation policy with major structural reforms in trade 
and industrial policies. 
Notwithstanding the fact that India has responded 
impressively to the economic liberalisation policy reforms 
as exports of India grew by an average of 18-20 per cent 
in the year in 1993-94 to 1994-95 , but the export 
performance of India in the post-NEP period other than 
these couple of years witnesses dismal growth rate. The 
comparison of pre and post-NEP period reveals that in the 
pre-NEP period, the export performance has been satisfactory 
and stable as compared to that of post-NEP period. The 
reasons for the attributed to more of a mode of policy 
implementation than that of the trade reform package 
themselves. 
The Government from time to time introduced a 
number of trade reform measures for reducing deficit in 
the balance of trade. The main objective was to restrict 
imports on the one hand and to promote exports on the 
other. Devaluation of rupee in 1 9 9 1 , and the convertibility 
of rupee in trade account and current account during 1993-
94 and 1995-96 respectively improved the balance of trade 
position. But however, the increasing trend in the deficit 
persisted in the subsequent years as under reference. 
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The data set out in Table-5 pertain to the direction 
of trade export during the period 1960-61 to 1998-99. 
Indian exports have appeared to have shifted in favour of 
West Europe to East Asia and OECD community. The high 
growth rates in Japan and ASEAN countries provide a 
elevated demand and suitable market to Indian exports. 
This has been the main logic for growth of Indian exports 
to East Asian areas of the world. 
The direction of exports from India during 1960-61 to 
1998-99 to Belgium, one of the important EU's major 
countries, revealed that India's exports grew from Rs 5 
crore to Rs. 5458 crore during the period under review-
registering an overall growth of 1091.6 times. India's 
exports to France registered an increase of about 393.7 
times i.e. from Rs. 9 crore in 1960-61 , it increased to 
Rs 3544 crore in 1998-99. India's exports to Germany, 
Netherlands and UK have shown tremendous performance 
during the span of almost four decades. 
Canada and USA are the North American countries 
which accounted for handsom exports from India witnessing 
a growth rate of nearly 111.4 times for the period under 
survey. Similarly India's exports to USA rose by 299 .4 
times i.e. to Rs 30842 crore in 1998-99 from Rs. 103 
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88 
crore in 1 9 6 0 - 6 1 . Australia and Japan are other OECD 
countries receiving bulk of significant goods from India. 
Exports to Australia in 1960-61 was Rs. 22 crore which 
increased to Rs 1640 crore in 1998-99 registering an 
overall rise of about 74 .5 times. In the same way, exports 
to Japan from India registered a growth of approximately 
198.4 times during the period under review. 
OPEC countries have been one of the traditional 
business partners of India. In OPEC countries, exports to 
Iran from India stood at Rs 667 crore in 1998-99 from 
Rs. 5 crore 1960-61 - registering a growth of nearly 133.4 
times. Exports to Iraq have been quite disturbed due to her 
shattered economic condition on account of the Gulf War 
in 1990 . However, India's exports to Iraq grew by only 
49 .6 times between 1960-61 to 1998-99. Exports to 
Kuwait and Saudi Arabia registered an overall growth of 
229 .3 times and 1084 .3 times respectively during the 
period under reference. 
In Eastern Europe particularly USSR, is a major trading 
partner of India. But exports to Eastern Europe have been 
badly damaged due to disintegration of USSR. Thus, 
exports to R ussia grew by only 104.7 times during 1960-
61 to 1998-99 . Exports to Russia formarly USSR was 
89 
highest of Rs 5255 crore i.e. 90 per cent of Eastern 
Europe during 1990 -91 . India's exports to Romania grew, 
by 73 times during the period under review. 
Indian exports to African countries, Asian countries 
and Latin American & Carribian countries have shown 
trends of 126.5 times, 598 .2 times and 288 .6 times 
respectively during the period under reference. During the 
period of 1990 exports to Asian countries grew at a very 
faster rate. It rose by nearly 6 times in between 1990-
91 to 1996-97 and thereafter the exports decreased 
registering a growth trend of about 4.1 times between 
1996-97 to 1998-99 . 
It is observed that the maximum foreign trade in India 
has been done with United States of America, though Indo-
American trade cooperation has been recently adversely 
affected due to imposition of economic sanctions in the 
form of American Trade Laws like super 301 and special 
301 during past 3-4 years. The Indian Government has not 
made any change in its trade policy with USA. The recent 
visit of President Mr. Bill Clinton of USA seems to open 
Vistas for better economic ties with India. 
Table-6 presents statistics as regards relative shares of 
imports from different nations in India's total imports 
90 
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between 1960-61 and 1998-99 . It is clear from the table 
that the India's imports from Belgium registered an increase 
of about 7065 times in 1998-99 as compared to the 
imports in 1960 -61 . Imports from France, Germany and 
Netherlands show a growth trend by 145.5 times, 7315 
times and 178.7 times respectively during the under reference. 
However India's imports from UK registered a steep fall. 
So far the relative growth rate of Canada and USA in 
India's overall imports are concerned, Canada growth 
trends recorded 78 times and USA 46.7 times between 
1960-61 and 1998-99 . It is worth mentioning here that 
the growth of India's imports from USA arising one. The 
India's imports from Australia and Japan, rising trend of 
349 times and 164.5 times respectively during the period 
under review. 
India's imports from the OECD countries, including 
the four countries i.e. Iran, Iraq, Kuwait and Saudi Arabia 
witnessed growth trends of Rs. 68 .1 times, 318 .0 times, 
6316 times and 563 .4 times respectively. In Eastern 
Europe there are two important countries namely Romania' 
and Russia have shown negative growth trends. The growth 
trend of Romania is 37.2 times and 138.8 times growth 
have been recorded by Russia for the period under review. 
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The others LDCs in India's import earnings, the growth 
of Africa, Asia and Latin American and Carriabian countries 
have registered 105.5 times, 432 times and 569 .6 times 
respectively for the period from 1960-61 to 1998-99 . 
From the above analysis, it is clear that there is a 
decline in the total imports shares from UK, Russia and 
Japan between 1960-61 to 1998-99 . It means that shows 
India is losing its traditional exporters like UK and Russia 
who were at one times major trading par tners . India is also 
losing its markets in Canada, Australia, Kuwaite, Iran, Iraq, 
Africa and Latin American Countries. 
Table-7 gives statistics with regard to India's exports 
of principal commodities to the different countries of the 
world for the period for 1960-61 to 1998-99 . Indian 
export commodities cover a large scale of Industrial and 
agricultural items and allied products, ores and minerals, 
manufacture goods, mineral fuel and Lubricant and a hosts 
of other items. The table reveal that the total volume of 
exports agricultural and allied products during 1960-61 was 
US$ 596 million which increased to US$ 6219 in 1998-
99 an increase of around 90 per cent. In all the mentioned 
items there have been a smooth and steady progress for 
the period under reference. In the span of just 4 decades 
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Indian exports of principal commodities have attained an 
allowed increase. 
Table-8 presents a detailed account of India's imports 
of principal commodities from different countries of the' 
world during 1960-61 to 1998-99 . It is discernable from 
the table that Indian imports of principal commodities have 
witnessed a number of structural changes during the planning 
period. The great deal of goods in India's total imports 
have continuously increased over a period of time. During 
the whole period of study, it is observed that capital goods 
have become one of the important import commodities. 
The analysis of the table further reveals that the value of 
imports of capital goods during 1960-61 stood at US$ 747 
million which increased to US$ 6945 million in 1998-99 
registered an increase of 9.2 times. By and large, it is 
observable that alongwith the increase in the value of 
India's imports, the items of commodities have also undergone 
change, number-wise as well as composition-wise. 
Managing India's Foreign Trade In 2 1 s t Century: 
India is making steady but slow progress in foreign 
trade. From the forgoing analysis, it has been discernible 
that the reasons are not far to seek. The nature of the 
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demand of the Indian exports has to account for sluggish 
growth mainly the export of agricultural products. The 
manufacturing sector is in a loss to compete in the world 
market due to small capital base, high cost of production, 
lack of modern technology and infrastructure bottlenecks 
besides the inherent weakness in monetary, fiscal and trade 
policies. Following steps may go a long way in promoting 
exports, managing imports and dealing with the problems 
of deficits in balance of payments.'^ 
1. Monetary Policy And Fiscal Policies 
2. Corporate And Trade Policies: 
i. Fixing of export target. 
ii. Inflation. 
iii. Exchange rate. 
iv. Structural change in the markets. 
V. Capital base. 
vi. Cost of products. 
3 . Development of Infrastructure 
Right from the advent of New Economic Policy (NEP), 
the Reserve Bank of India (RBI) has adopted liberal credit 
policy by changing bank rate and reserve ratios. It is 
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expected that the new credit policy would be helpful to 
the growth of export sector. Export credit on easy terms 
for all types of activities in exports would lay a sound 
foundation for the exporters to compete on equal terms. 
The precarious Balance of Payment (BOP) in pre-NEP 
period is attributed to mismanagement of fiscal policy, 
specially on account of mounting foreign debts and debts 
servicing. The government would do better by managing its 
finances and deficits. The step which the government has 
proposed to take is to withdraw itself from active participation 
in business and removing the content of subsidy gradually. 
The Government has to take precautions in devising 
a corporate friendly taxation policy. It is well known that 
corporate taxes in India are more than the taxes in other 
Asian countries. As a result, the cost of export items is 
higher than the cost of products of other countries. It 
blunts the competitive edge of Indian exporters. Therefore, 
it is relevant to argue that corporate taxes must be reduced 
to the level of other Asian countries. 
The expenditure policy has come in for much criticism 
lately due to evergoing expenditure of the government.. 
Such an expenditure only adds the demand which industrial 
sector fulfills by divesting supplies from exports. It is, 
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therefore, an important point that government keeps its 
expenditure within reasonable limit. The poUcy of economy 
market for unrestricted exports and imports. The restriction 
are applied only when the public interest is involved. For 
instance export of essential commodities for mass consumption 
is not free like the imports of luxury items. Imports of 
capital and technology is free for direct investment in the 
country as per the plan projections. 
The trade policy is constantly changing under the 
slogan of liberalization for globalization to usher in global 
economic system. However, like India many other developing 
countries are ready to adopt free convertibility both on 
current and capital accounts if reciprocity is shown by the 
major developed countries which still protect their trade 
under different provisions of trade regulations.^ 
The corporate policy is giving good response to meet 
the global challenges both in domestic and foreign markets. ' 
Corporate policy is t ransparent , global and dynamic. Indian 
corporations are undertaking merger and amalgamations 
and take-overs. They are directing their policy to enhance 
cash earning per share, the net worth and overall value 
of the firm. Indian corporations have made success in 
foreign drive and would also release funds for productive 
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investment in the economy specially in the development of 
infrastructure and social services. 
Along with area thrust, commodity aspect is also 
important and should be taken into consideration as a part 
of export strategy. Of the 3 major products group (namely 
agriculture and allied products, ores and minerals and 
manufactured products) traded in the world market, first 
two recorded a sharp decrease in their shares in India's 
exports except during 1960-61 to 1998-99. In manufactured 
products, most of the products (except jute and cotton 
yarn, fabrics and made ups) registered a fairly good growth 
rate and consequently their shares were stepped up during 
the same period. 
Therefore, there is an urgent need to pursue aggressive 
export marketing which can augment the export of agricultural 
and allied products with ores and minerals experiencing 
sluggish export growth. Sufficient care should be taken in 
case of manufactured products too keeping in view the 
possible technological progress in importing countries and 
emergence of substitutes in the future. Availability of latest 
technology and information from the rest of the world to 
Indian exporters may go a long way in boosting India's 
exports in coming century.^ 
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Again, our export strategy should be related to fixing 
of export targets on the Japanese pat tern. "Japanese firms 
often define their goals in terms of- volumes and market 
share. This reflects an intense desire to outdo rivals. 
The companies compare themselves in terms of market 
share on a continuous basis and loss of share is a cause 
of embarrassment and a strong response. Workers define 
their status in no small part based on how well their 
company is doing along this variable. Market share is, 
principal goal unless the company is suffering losses, then 
company will take strong steps to preserve the continuity 
of the enterprise. "In the same manner, we should fix 
targets for India's performance explicitly in terms of world 
exports and restore India's 1950 share in the medium run". 
Such an approach is a tall order and extremely demanding 
in terms of national endeavours. There are two reasons for 
this; one, the share of world trade in its own terms is' 
always fixed at 100 per cent. But the absolute value of 
trade may grow in size. Hence, a nation has to try much 
more vigorously to attain a share than (an absolute) value 
(except when they are equivalent). When India intends to 
increase it share, loss of corresponding share (relative to 
loss of value in absolute terms) to its rival is biting. Thus 
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it necessitates greater response on the part of the nation 
to attend it. Secondly, fixing target in terms of world share 
fixes nat ion 's attention much more sharply on the network 
of global trade and market it starkly conscious of the 
latter 's quantitative dimensions and of its depth (viz quality 
and cost-competitiveness and delivery schedule of merchandise 
that are traded, etc.)^ 
Inflation is counter productive of export growth. It has 
to be kept under check by imposing fiscal and monetary 
discipline. The corporate sector would have to match the 
supply of goods with demand for funds. 
Much of the recent increase in price level is because 
of failure of corporate specially the export sector. Costlier' 
imports have also contributed to inflation. The liberal credit 
policy and changes in fiscal policy are also major contributors 
to inflation. 
Inflation in India is generally higher than the inflation 
in Europe and USA. However, India is the only Asian 
country which has kept single digital inflation rate. In 
Indonesia, inflation is killing the economy. 
Stable exchange rate is the mainstay of foreign trade. 
Decline in the value of currency is not good for the 
economy in the long run. Changing exchange rates are not 
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promotive either of exports or imports. It requires a lot 
of management of foreign exchange specially the foreign 
currency flows. The Central Bank must look for avenues 
for short term investment of surplus in the BOP and also 
search the avenues to overcome temporary deficits.^ 
The Government has announced certain incentives for 
structural changes in foreign trade specially the incentives 
for market promotion in foreign countries, opening up the 
show rooms and organising the trade expose. FICCI is, 
building a network abroad to book the order in foreign 
countries. It is an attempt to tap the potential demand and 
launch suitable marketing strategy to compete with the 
foreign companies there. 
The new market structure is also coming up in the 
money market with SEBI as an apex monitoring agency. 
The non-banking financial companies are allowed to 
mobilise savings by undertaking commercial banking activities 
and provide trade credits to the exporters and importers. 
The Commercial Banks (CBs) and their consortia are 
allowed asset management in capital market and real estate 
markets through the instrumentalities of subsidiaries. Off-
shore banking is tfie latest addition to the money market 
for tapping the foreign currency and provisions of credit 
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to foreign trade. 
Export industry largely consists of small units engaged 
in manufacturing ready made garments, spare parts , light 
engineering, textiles, fabrics, jute and jute products, gems 
and jewelary and precious stones. It is necessary to expand, 
the capital base for the economies of scale. According 
to an estimate, capitalisation in Bombay Stock Exchange 
(BSE) is less than mid-size stock exchange of European 
Countries. 
It is a case for removing the restrictions on capital 
issues in major capital exchange of the country. It is 
expected that recently announced measures would be helpful 
to corporations in expanding the capital base specially the 
equity base. 
The cost of production in Indian companies is high 
because of low productivity. Export industries have gone 
a big way to import technology for cost effectiveness. The 
liberal policy of the RBI to allow 100 per cent export 
earnings has been recently withdrawn to the discomfort of 
exporters. Now the limit is reduced by 20 per cent of. 
export earn ings which the expor ters can retain for 
reinvestment any where in any form. 
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Exporters were opening a chain of business house in 
foreign countries to be more competitive in the world 
market. Cost of production can be reduced by modernisation 
of technology, control of waste, improvement in design and 
better material and inventory management. 
The cost of production also comes under pressure 
because of changes in the exchange values in the currencies. 
Fall in the value of South-East Asian currencies and 
appreciation in the value of dollars in terms of rupees have 
made the Indian export costlier. Cost of production has 
gone up after the appreciation in the value of US dollars 
because of imports of technology and oil. All the payments 
and receipts are in terms of dollars. Cheaper South-East 
Asian currencies have made Indian exports costly for 
consumers of Indian products for that reason. Exports have 
dwindled besides, loss of net earning on account of costlier 
of that.5 
Emphasis on development of infrastructure is given in 
successive plans to promote trade and industry including 
the development of export sector. The development of 
power, transportation and communication received the top 
priority. The government is opening up the infrastructure 
for investment of foreign capital. The State Governments 
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have been given the free hand to develop infrastructure 
collaboration with foreign private capital. India is becoming 
focal point of foreign investors in view of huge capital, 
strong capital base, technology and skilled manpower. 
Nevertheless, the development of infrastructure is not 
adequately catching up.^° 
C o n c l u s i o n : 
To sum up, it may be inferred that India is making 
steady but slow progress in the sphere of foreign trade. 
However, it is encouraging to note that India has taken 
up significant diversification in its composition of export 
base. The reason for slack foreign trade growth may be 
attributed to sluggish exports of agricultural products. The 
manufacturing sector is also unable to compete in the 
global market on account of small capital base, high cost 
of production, lack of modern technology and infrastructure 
bottlenecks besides the inherent shortcomings in monetary, 
fiscal and trade policies. 
In short, a strategy should be adopted to deal with 
global competition by raising productivity, controlling cost 
with stable foreign exchange rates. Infrastructure development 
would go a long way in helping export sector to achieve 
the target. It requires government to co-operate with 
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corporate sectors in their drive for higher profitabiHty, low 
risk and low cost. 
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ASSOCIATION OF SOUTH-EAST ASIAN NATIONS 
(ASEAN): HISTORICAL BACKGROUND AND 
PERSPECTIVE ANALYSIS 
Introduction: 
The previous chapter dealt with at length with regard 
to perspective on foreign trade in India. It has included 
the trends in exports (direction and composition), trends 
in imports (direction and composition both) and balance 
of trade during pre and post-NEP period. 
The presen t chapter highlights the historical 
background and the origin of Association of South-East 
Asian Nations. It further analyses the ASEAN trade 
relations with the prominent countries of the world. 
The idea of regional cooperation among the countries 
of South-East Asia region dates back to the yearly days 
of post colonial independence in this region. In 1960, 
three interested states namely, Malaysia, Philippines and 
Thailand setup a working group to lay plans for an 
Association of South-East Asia . This organisation formally 
came into existence for the ostensible purpose of 
establishing a firm foundation of common action to 
promote economic and social progress in South-East Asia.^ 
Ill 
Assoc ia t ion of South-East Asian Nations (ASEAN): 
The Association of South-East Asian Nations (ASEAN) 
was formed in August, 1967 in response to the threat of 
communism in Indo-China. The original members of ASEAN 
included Indonesia, Malaysia, the Philippines, Singapore 
and Thailand. In 1984 Brunei became the sixth member 
and in 1995 Vietnam became the seventh member. ASEAN 
includes the economies of Brunei, Indonesia, Malaysia, 
Philippines, Singapore and Thailand. It does not include 
Vietnam as it became member of ASEAN only recently.^ 
On 8th August, 1967 the Association of South-East 
Asian Nations came into existence in Bankok, Thailand. 
The informal meeting at Bankok was attended by Late 
Foreign Minister Adam Malik of Indonesia, Late Deputy 
Prime Ministers Tun Abdul Razak of Malaysia, Late 
Secretary for Foreign Affairs Narciso Ramos of the 
Philippines the than Foreign Minister Thawat Khoman of 
Thailand the then Foreign Minister S. Rajaratnam of 
Singapore, later Brunei became its sixth member in 
January, 1984. 
The leaders reflected a common desire and the 
collective will of the five nations, viz. Indonesia, Malaysia, 
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the Philippine, Singapore, and Thailand to bind themselves 
together in friendship and cooperation to the noble cause 
of peace, freedom and prosperity. 
After thorough extensive exchange of ideas, dominated 
by a spirit of give and take and mutual understandings of 
the leaders of five nations finally came out with principles 
acceptable to all the participants. 
On August 8, 1967 in an open formal meeting in the 
building of left in the Department of Foreign Affairs of 
Thailand, witnessed by the local diplomatic corps, other 
invitees and the press, the joint declaration concerning 
the formatioin of an associatioin for regional cooperation 
in South-East Asia called Association of South-East Asian 
Nations (ASEAN) was signed by Indonesia, Malaysia, the 
Philippines, Singapore and Thailand. 
ASEAN was established into reality and the Joint 
Declaration became the basis for concrete efforts of the 
South-East Asian countries united with in ASEAN to 
develop together in the region especially in the field of 
economic track and culture.^ 
The aims and purposes of ASEAN are: 
1. To accelerate the economic growth, social progress 
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and cultural development in the region through joint 
endeavours in the spirit of equality and partnership. 
2. To promote regional peace and stability through 
abiding respect for justice and the rule of law in the 
relationship among countries of the region. 
3. To promote active collaboration and mutual assistance 
on matter of common interest in the economic, social, 
cultural, technical, scientific and administrative field. 
4. To provide assistance of each other in form of training 
and research facilities in the educational, professional, 
technical and administrative spheres. 
5. To collaborate more effectively for the greater 
utilization of their agriculture and industries, the 
expansion of their trade, including the study of the 
problem of international commodity trade, for raising 
of the living standards of their people. 
6. To promote South-East Asian studies. 
7. To maintain close and beneficial cooperation with 
existing international and regional organisations with 
similar aims and purposes and explore all avenues for 
even closer cooperation among themselves. 
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To carry out these aims and purposes, the following 
machinery was established:-
(a) Annual meeting of the Foreign Ministers, which shall 
be by rotation and referred to as ASEAN Ministerial 
Meeting, Special Meeting of Foreign Ministers may be 
convened as required 
(b) A standing committee, under the chairmanship of the 
Foreign Minister of the Host Country or his 
representa t ive and having as its members the 
accredited Ambassador of the other countries 
(c) Ad hoc committees and permanent committees of 
specialist and official on specific subjects 
(d) A national secretariat in each member country to 
carry out the work of the association on behalf of 
their country and to service the annual or special 
meeting of the Foreign Ministers.'^ 
If these South-East Asian countries can achieve a 
certain state of economic welfare, this will certainly be a 
strong means in thwarting off negative forces outside the 
region. 
Member countries of ASEAN are known as developing 
countries with different economic conditions. Indonesia 
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does certainly not want ASEAN to be made a tool or a 
channel by a country for the purpose or interest of its own 
policy in South-East Asia. 
It can perhaps proper to quote President Soharto 
Solemn view which he expressed during the 7th ASEAN 
Ministerial Meeting in Jakarta on May 9, 1974: 
ASEAN is a genuine regional grouping which does not 
serve the interest nor execute the policy of any outside 
power. ASEAN is an indigenous organisation to guard 
regional interests to strive for peace, stability and welfare 
in the region and is not against any power or group of 
power ASEAN member countries have been successfully 
directing their efforts to the establishment of economic 
stablisation and to the further once of development of in 
their respective countries which would both give substance 
and contribution to the joint efforts of strengthening 
regional resilience so much needed to put ASEAN in a 
better position to increasingly gain the recognition and 
respects of the major power. 
In view of this, ASEAN is carefully steering it's way 
through the vast labyrinth of past trails and error of other 
assoc ia t ions . Initially if apa thy , app rehens ion and 
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scepticism occasionally surfaced the first anniversary of 
ASEAN was enveloped in great optimism and expectations. 
The ASEAN Declaration of Bangkok, August 8, 1967: 
The Presidium Minister for Political Affairs/Minister for 
YoYeiqn Affairs of \n6ones\a, ^he Deputy Prime Minister of 
Malaysia the Secre tary of Foreign Affairs of the 
Philippines, the Minister of Foreign Affairs of Singapore 
and the Minister of Foreign Affairs of Thailand. 
Mindful of the existence of mutual interests and 
common problems among countries of South-East Asia and 
convinced of the need to strengthen further the existing 
bonds of regional solidarity and cooperations. 
Considering that the countries of South-East Asia 
share a primary responsibility for strengthening the 
economic and social stability of the region and ensuring 
their peaceful and progressive national developments and 
that they are determined to ensure their stability and 
security from external interference in any form or 
manifestation in order to preserve their national identities 
in accordance with the ideals and aspirations of their 
people.^ 
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First the establishment of on association for regional 
cooperations among the countries of South-East Asia to 
be known as the Association of South-East Asia Nations 
(ASEAN) 
Second, that the aims and purposes of the association 
shall be:-
1. To accelerate the economic growth, social progress and 
cultural development in the region joint endeavours in 
the spirit of equality and partnership in order to 
strengthen the foundation for a prosperous and 
peaceful community of South-East Asian Nations. 
2. To promote regional peace and stability through 
abiding respects for justice and the rule of in the 
relat ionship among countries of the region and 
adherence to the principles of the United Nations 
Charter. 
3. To promote active collaboration and mutual assistance 
on matter of common interest in the economic, social, 
cultural, technical, scientific and administrative fields. 
4. To provide assistance to each other in the form of 
training and research facilities in the educational 
professional, technical and administrative spheres 
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5. To promote South-East Asia Studies. 
6. To maintain close and beneficial cooperation with 
existing internation and regional organisatioin with 
similar aims and purposes and explore all avenues for 
even closer cooperation among themself. 
Third, that, to carry out these purposes, the following 
machinery shall be established. 
(a) Annual meeting of Foreign Minister which shall be by 
rotation and referred to as ASEAN Ministerial Meeting. 
Special meeting of Foreign Minister may be covered 
as required. 
(b) Ad-hoc committees and permanent committee of 
specialist and official on specific subjects. 
(c) A National Secretariat in each member country to carry 
out the work of the association on behalf of that 
country and to service the annual or special meetings 
of Foreign Minister, the standing committee and such 
other committee as may hereafter be established. 
Fourth, that the association is open for participation 
to all states in the South-East Asian region subscribing to 
the foremention aims, principles and purposes. 
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Fifth, that the association represent the collective will 
of the nations of South-East Asia to bind themselves 
together in friendship and cooperation and through joint 
efforts and sacrifices, secure for their peoples and for 
posterity the blessing of peace, freedom and prosperity.^ 
Kualalumpur Declarat ion (Nov. 2 7 , 1 9 7 1 ) : Zone of 
P e a c e , Freedom and Neutrality Declarat ion: 
We the Foreign Minister of Indonesia, Malaysia, the 
Philippines, Singapore and special envoy of the National 
Executive Councils of Thailand. 
Firmly believing in the merits of regional cooperation 
which has drawn our countries to cooperate together in 
the economic, social and cultural field in the Association 
of South-East Asian Nations (ASEAN). 
Believing in the continuing validity of the "Declaration 
of the promotion of world Peace and cooperation" of the 
Bandung Conference of 1955 which among others 
enunc ia tes the principles by which s ta tes coexist 
peacefully. 
Cognigent of the significant trend towards establishing 
nuclear free zones, as in the "Treaty for prohibition of 
nuclear weapon in Latin America" and the Lusaka 
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Declaration proclaiming Africa a nuclear free zone, for the 
purpose of promoting world peace and security by reducing 
the areas of international conflicts and tension. 
Retreating our commitment to the principle in the 
Bangkok Declaration which established ASEAN in 1967 
"that the countries of South-East Asia share a primary 
responsibility for strengthening the economic and social 
stability of the region and ensuring their peaceful and 
progressive national developments". 
Agreeing that the neutralization of South-East Asia is 
a desirable objective and that we should explore ways and 
means of bringing about the realization: 
1. That Indonesia, Malaysia, the Phi l ippines , 
Singapore and Thailand are determined to exert 
initially necessary efforts to secure the recognitions 
of and respect for South-East Asia as a zone of 
peace, freedom and neutrality free from any form 
or manner of interference by outside powers. 
2 That South-East Asian countries should make 
concre te efforts to the broaden areas of 
cooperat ion which would contribute to their 
strength, solidarity and closer relationship. 
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Done at Kulalumpur on Saturday, Nov. 27, 1971 . 
Today, ASEAN is a living reality both in structure and 
substances in South-East Asia. The ASEAN idea and the 
sprite have become socialised in the six member countries. 
The many in terac t ions among ASEAN officials, 
organisations and persons from various sectors of life have 
brought them closer together and given birth to the idea 
of communication and consultation, which was non existent 
a few years ago in a way it is also the most important 
foundations for a strong and healthy regional cooperation. 
Association of South-East Asian Nations (ASEAN) has 
become an alterative partner to neighbouring regions, such 
as India and South Korea. This is largely due to the 
growing economic potential of ASEAN. But as indicated 
during the visit of Former President Chun from South 
Korea, "ASEAN is equally important as a friend to the 
countries in the Asia and Pacific Region. Sri Lanka, while 
geographically located in South Asia, has expressed an 
eagerness to join ASEAN". 
The future of ASEAN lies in the field of economic 
cooperation. A large ASEAN bureaucracy alone can not 
deal with the challenges in the future initiative by the 
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private sectors, such as the ASEAN-CCS (Chamber of 
Commerce and Industry) or the ASEAN-US Business 
Council, promise to bring fruitful result.^ 
ASEAN Cooperat ion With Third World Countries And 
International Organisat ions: 
ASEAN conducts dialogues with " th i rd world 
count r ies" to seek support for ASEAN development 
programmes particularly in the field of trade, investment 
and finance. 
Meetings are held alternatively between the region 
and the third country partner to review the progress of 
projects and to develop new ones and also held to discuss 
other economic issues of mutual interest to ASEAN and 
the dialogues partners. 
The necessity of establishing and increasing ASEAN 
coopera t ion with third countr ies and in ternat ional 
organisation was given impetus only during the Bali Summit 
of 1976. 
The ASEAN had established cooperative dialogues with 
Australia, Canada, the European Communities, Japan, New 
Zealand and the United States. ASEAN has also established 
dialogues with the United Nat ions Development 
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Programme, the Economic and Social Commission for Asia 
Pacific and otj-ier UN agencies. A dialogue with India has 
also started. 
ASEAN cooperation with third countries has covered 
such fields as food production, nutrition, agricultural 
deve lopment , fisheries and forestry, industrial and 
investment cooperation, trade, science and technology, 
socio cultural affairs, communication and research among 
others. 
At present, more than 140 projects are being jointly 
implemented by ASEAN and its partners. There are several 
more in the pipeline. 
The coordination and the cooperation programme 
with third world countr ies , ASEAN has designated 
responsibility among its member. Indonesia speaks for 
ASEAN in its dialogue with Japan, Malaysia with Australia, 
the Philippines with New Zealand and Thailand with the 
UNDP, ESCAP, and the EEC.« 
In addition, ASEAN maintain its "Out post" in each 
of the dialogue countries, termed as 'ASEAN committee in 
Third Countries' . There is one ASEAN Committee in 
Brussels, Bonn, Geneva, London, and Paris for the 
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European Community; the ASEAN Tokyo Committee in 
Japan the ASEAN Ottawa Committee in Canada; the 
ASEAN Canbarra Committee in Australia and the ASEAN 
WeUington Committee in New Zealand. These committees 
are composed of 'he Chief of Mission of the ASEAN which 
serves as Hnk for immediate consultation between ASEAN 
and its dialogue partners. 
As ASEAN expands its area for dialogue with existing 
dialogue par tners , more countries and internat ional 
organisations are seeking to conduct formal dialogues with 
ASEAN as a growing recognition of its viability and as an 
assurance of it significant role in international relations. 
Meanwhile, the ASEAN Economic Ministers have agreed 
that cooperation with third countries should focus on the 
following priority areas development of shipping in ASEAN, 
development of energy resources and greater access for 
ASEAN manufactured and semi-manufactured product and 
commodities to the markets of these countries.^ 
A S E A N - P o l i t i c a l , E c o n o m i c and S e c u r i t y 
D i m e n s i o n s : 
It was recognised that a variety of factors both internal 
and external, determined the security situation of South-
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East Asia. A view was expressed that since the end of the 
Vietnam war in 1975, there had been, for the first time, 
the reaHzation of the decreasing interference by the great 
powers in the affairs of the nations in the region. 
The present equilibrium in the region provided the 
nations concerned with a chance to develop regional 
initiatives and more room for maneuver. It was however, 
not considered clear whether the decreasing interference 
of the great powers was in terms of either scope or 
intensity, or both. 
On the contrary it was agreed that there was an 
increasing interference rather penetrations by the Soviet 
Union on the one side and China on the other into the 
South-East Asia region in the wake of US defeats in the 
Vietnam's war and in the light of the continuing dispute 
between the Soviet Union and the People's Republic of 
China, concern was expressed about the possible adverse 
effect from the dispute and competition between the two 
powers, which would not be conducive to peace and 
security in South-East Asia in general and ASEAN in 
particular. 
Among the ASEAN nations, Indonesia is the largest in 
area and the fifth country in the world in terms of 
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population. It's main exports are crude oil and natural gas, 
timber, rubber and coffee. Among its agricultural products 
are sugarcane, copra, maize, casava, palm oil, soyabeans, 
tea and tobacco. Its mineral resources include coal, 
bauxite, nickel, copper, tin, gold, silver and diamonds. 
Though the purchasing power of it's people is low at 
present, it's vast area, population and natural resources 
offer an attractive market in future. The per capita income 
is about US$ 550. It's main market are Japan, the US 
and Singapore.^° 
Thailand with an area of 51300.0 square kilometer and 
a population of 50 million has a per capita income of about 
US$ 700. It's major exports are rice, rubber, maize, tin 
products and sugar. It also produces casava, beans, copra 
and pineapple. It mineral resources are managanese, 
tunguston, antimony and produces salt. It's main markets 
are Japan , US, Saudi Arabia, Singapore and West 
Germany. 
Malaysia has an area of 330000 square kilometer and 
population of 16 million and it's per capita income is US$ 
1600. It's main exports are crude oil, rubber, palm oil, tin, 
timber and electronic goods. Malaysia also produces copra, 
pepper and cocoa. It has iron ore, bauxite and copper. Its 
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main markets are S ingapore , J apan , the US, the 
Netherlands and South Korea. 
The Philippines has an area of 3 0 0 0 0 0 square 
kilometer spread over 7000 Islands and a population of 55 
million and per capita income of about US$ 500. Its main 
export are sugar, coconut products, copper and timber. It 
also produces bananas pineapple and some coffee, tobacco 
and rubber. It mines, iron ore, chromium, nickel, gold and 
produces salt. The main market are the US, Japan, West 
Germany, Honkong and the Netherlands. 
With an area of 620 square kilometer Singapore has 
a population of 2.6 million and per capita income of US$ 
5500 . It's main exports are petroleum products, electrical 
machinery, oil tankers, office machinery, electronic item, 
textiles, telecommu-nications equipment and chemicals. It 
is centre in South-East Asia for shipping, banking, civil 
aviation and telecommunication. It's markets are the US, 
Malaysia, Japan, Hong Kong and Australia. 
Brunei, the youngest member joined the ASEAN in 
1984 is of 5700 square kilometer in area and has the 
smallest population of 220000 . It has the highest per 
capita income of US$14000 based mainly on export of oil 
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and natural gas which constitutes 75 per cent of its Gross 
Domestic Products (GDP). The main markets are Japan, the 
US, Singapore and Thailand. 
During the course of time the ASEAN enlarged its 
dialogue partners to include Australia in January 1964; 
New Zealand in February 1975; Canada in 1977; the EEC 
in November 1978; and India in May 1980. But India has 
not attended any ministerial meeting with ASEAN probably 
because of differences over India's recognition of the 
Combodian Government of Heng Samrin.^^ 
To predict the ASEAN's future over the next 20 years 
would be difficult. The high degree of economic growth that 
all the ASEAN countries enjoyed in the 1970s may not be 
repeated. The economic success of the ASEAN so far has 
been build on export led market oriented development 
policies. But this is indanger of being eroded with rising 
protectionism in the US and Europe and their trade war 
with Japan. The ASEAN countries are facing with large 
foreign debts, except Singapore and Brunei, nearly 50 per 
cent of ASEAN population are below the age of 20. 
Unemployment, urban growth, disparity in incomes are 
some of the major problems of these countries. 
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Turning to internal development, it was recognised that 
the ASEAN member countries were facing internal problems 
of racial communal and ethnical nature, as well as problems 
of uneven distribution of income. 
Thus the achievement in the political sphere is being 
considered necessary but not sufficient, for the progress 
of ASEAN. It has to meet the challenge of economic 
development and develop concrete works in development 
sectors. 
In general, South-East Asia perception of threats which 
include subversion and foreign infiltration and internal 
instability must be overcome mainly by developing national 
resilience comprised of economic, social, political, cultural 
and ideological development of a national identity. 
Meanwhile, the ASEAN members are conscious of their 
need for American capital and technology but they also 
face pressure from several groups within their societies to 
strike a more independent posture in their development 
efforts. Although there is a sharp separation between the 
private and public sector in the United States, in dealing 
with the developing nations, an element of added certainty 
could be contributed by the US Government in the form 
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of additional guarantees and attitude of openness and 
accommodation and advice to the private sectors. 
It also hopes that the US Government will continue 
to grant development aid, recognised that this will be 
primarily through multilateral bodies such as IBRD (World 
Bank) and the Asian Development Bank (ADB). A 
continued security role though limited and selective is also 
to be maintained by the US in South-East Asia while it is 
recognised that ideological cons idera t ions i.e. anti 
communism is no longer as prominent for America as it 
was at the time of 'cold war'.^^ 
ASEAN Free Trade Area (AFTA): 
While AFTA is a regional grouping numerous other 
sub-regional efforts at economic linkages have been 
pursued before AFTA was conceived. Growth triangles 
linking common border areas of three or more neighbours 
have been formed in and around the region. 
The ultimate objective of AFTA is to increase ASEAN's 
competitive edge as a production base geared to the world 
market. A critical step in this direction is the liberalizations 
of trade in the region through the elimination of intra-
regional tariffs and the elimination of non-tariff barriers. 
131 
This will have the effect of making ASEAN's manufacturing 
sectors more efficient and competitive in the global market. 
At the same time, consumers will source goods from the 
more efficient producers in ASEAN, thus creating intra-
ASEAN trade. The vehicle by which AFTA is to function 
is through the Common Effective Preferential Tariff (CEPT) 
scheme. 
The CEPT scheme is a cooperative arrangement among 
ASEAN member states that would reduced intra-regional 
tariffs and remove non-tariff barriers over a period of ten 
years. This scheme provides that ASEAN member states 
shall have common effective tariffs among themselves 
within AFTA, but the level of tariffs with non-ASEAN 
countries shall continue to be determined individually. 
The CEPT scheme has a local content requirement of 
40 per cent, that product is considered as originating from 
ASEAN Member States if atleast 40 per cent of its contents 
originates from any Member State. The 40 per cent local 
content requirement refers to both single country and 
cumulative ASEAN content. 
According to ASEAN Secretariat, CEPT scheme will not 
turn ASEAN into a regional trade bloc. In fact, the CEPT 
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encourages not just intra-ASEAN trade liberalisation, but 
also liberalisation on an Most Favoured Nation (MFN) 
basis. This is done through a unique provision in the CEPT 
Agreement which allows member states to reduce their 
tariffs to 0.5 per cent, even on a Most Favoured Nations 
(MFN) basis to enjoy the CEPT concessions from other 
ASEAN Member States.^^ 
General Formula of Fast Track Tariff Reduction 
Programme for tariff rates above 20 per cent in respect 
of individual ASEAN economies is presented in Table-1 
while for tariff rates of 20 per cent and below is given 
in Table-2 Similarly General Formula of Normal Track 
Tariff Reduction Programme for tariff rates above 20 per 
cent in respect of individual ASEAN economies is presented 
in Table-3 while for tariff rates of 20 per cent and below 
is given in Table-4. 
Asia-Pacific Economic Cooperat ion (APEC): 
Asia Pacific Economic Cooperation (APEC) was formed 
in the midst of economic groupings among countries, 
particularly in important markets like the US-Canada Free 
Trade area which was established in the early 1989 and 
the announcement of single EC market in 1992.^^ This, 
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coupled with prolonged economic recession in developed 
count r ies , compelled them to resort to employing 
strategies, which were against international trade rules, to 
tackle their own economic problems. This resulted in 
confrontations among the developed countries and between 
the developed and developing economies, which created 
turmoil. 
Objectives of the APEC include inter alia. 
* to support development and economic expansion of 
the Pacific Region. 
* to improvise measures to maintain the free trade 
system of the world and to emerged as a trade bloc. 
* to be focussed on economic issues in contrast to the 
issues of political stability. 
APEC's annual meetings are hosted on a rotation base 
is among member states. Six annual meetings have taken 
place so far which have devoted attention to both 
organisation and policy issues. 
Most APEC economies have high level of trade 
orientation. Of the 18 economies, 13 have export to GDP 
ratios of 20 per cent or more. APEC members as a group 
accounted for about 46 per cent of world exports, 70 per 
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cent of this within the region itself, in 1993. They account 
for 38 per cent of world population, 52 per cent of world 
GDP and 42 per cent of global international reserves and 
50 per cent of world production. 
Industrialized economies in the group should liberalise 
trade and investment no later than 2010 and developing 
economies no later than 2020. 
APEC will continue to oppose the creation of any 
inward-looking trading bloc that would divert from the 
pursuit of global free trade. 
Trade liberalisation alone is not enough and therefore 
the leaders emphasised the importance of trade facilitation 
to generation expansion. Consultations will continue to 
facilitate regional investment flows. Human and natural 
resources development will be intensified. 
APEC economies that are ready to initiate and 
implement cooperative arrangements may do so and those 
not yet ready may join at a later date. A voluntary dispute 
mediation service is under study to supplement WTO 
dispute settlement mechanism. 
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APEC will start a concerted liberalisation process from 
the very date of the issuance of the Bogor Declaration, 
November 15, 1994.^5 
APEC's 18 members have committed themselves to 
creating a free trade area stretching from USA to Thailand 
and from Chile to China. The ambitious goal is expected 
to be reached only by 2020 . The goals set out in what 
will now be known as Bogor Declaration, while distant, 
are not meaningless. The very fact that there was a good 
deal of argument about what should be included in the 
declaration suggests that the countries which signed it take 
it seriously. 
The United States of America, Indonesia, Australia and 
Singapore were keenest on pushing free trade. APEC's goal 
of free trade is not only distant, it is also short on details. 
The Bogor Declaration stipulates that developed nations 
should achieve "free and open t rade" by 2010 and 
developing nations by 2020. But the difference between 
developed and developing nations is not defined Malaysia 
has been able to attach an addendum to the declaration 
stipulating that the date of 2020 is not binding. 
"Interpreting it differently, Malaysia observed that it allows 
them to go beyond 2020, if their stage of development has 
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not yet caught u p " . The Japanese and the South Koreans 
have expressed their desire to exclude agriculture from 
APEC's discussions. 
The Bogor Declaration managed in the very first 
attempt setting out a time table for free trade within the 
group. What is even more surprising, it was not reached 
after p ro t rac ted negot ia t ions but through political 
consensus. That goal will be accomplished without setting 
up any regional institutions, without any code of conduct, 
without creating any system of penalties. The whole action 
is voluntary which makes it acceptable and therefore liable 
to be implemented. 
The third annual economic summit of APEC was held 
during November, 1996 at Osaka. At this meeting, the 
Pacific Rim leaders launched their ambitious bid to remove 
the region's trade barriers by 2020 with initial packages 
to further open home markets. APEC leaders offered 'Down 
Payments ' , which include tariff cuts and deregulation 
measures, for eliminating trade barriers by 2020 . A game 
plan for further liberalisation trade and investment was also 
endorsed. While some economists called the down 
payments "modes t" many of them only restated action 
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already taken in the past year, the regions leaders insisted 
the summit was nothing short of spectacular. 
The Seattle, Bogor and Osaka meetings established the 
framework and political commitment for t rade and 
investment liberalisation. Next year, Manila has to translate 
the vision into time bound action programmes, when the 
APEC leaders are ready to have a detailed plans of 
liberalising trade and investment in their own economies.^^ 
ASEAN : Economic Performance Appraisal: 
Table - 5 present statistics with regard to overall 
economic performance of ASEAN for a period from 1989 
to 1999. It is observed from the table that ASEAN has 
achieved quite impressive growth as compared with the 
growth rate of other developing countries under reference. 
The table is further indicative of the fact that almost all 
the countries under the umbrella of ASEAN has registered 
robust economic growth up to 1994, however, thereafter, 
the decline in the growth rate has been pronounced. This 
decline is attributed to the financial crises of South-East 
Asia. The ASEAN countries were badly affected, with low 
GDP, growth and high inflation rate. However, after 1998, 
i.e. in the year 1999 these countries have improved their 
economic performance. 
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Table-6 reveals that after an impressive growth record 
of inflow of Foreign Direct Investment (FDI) spanning more 
than decade, ASEAN slipped into recession in 1997, when 
it registered the negative FDI growth. The major ASEAN 
countries appear to have mobilized FDI up to 1996. The 
main ASEAN countries like Indonesia, Malaysia and 
Philippines registered negative growth rate due to Asian 
crises. The major concern in Asia is North America Free 
Trade Areas (NAFTA's) impact on FDI. There is an 
estimation that Indonesia will lose 4 to 5 per cent of FDI 
annually, Malaysia will lose 5 to 7 per cent and Singapore 
lose 2 to 3 per cent. Some other countries like Cambodia, 
Laos and Myanmar are highly affected by the Asian crises 
as their FDI has registered negative growth rate during 
the period under review. 
Table-7 reveals that ASEAN countries, with the 
exception of the Philippines, are witnessing rapid growth 
in trade. ASEAN total trade progressed from US$ 300865 
million in 1990 to US$ 663944 in 1999. The total trade 
increased by about 45 .3 per cent during 1990-1999. 
ASEAN exports progressed from US$ 141332 million 
in 1990 to US$ 35616 million 1999. The growth in exports 
has behaved in the same way as its total trade during 1990-
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1999. The export growth rate is as high as around 15.28 
per cent in 1991 to 5.9 per cent in 1999. Export growth 
showed very sharp progress up to the 1996 and then in 
the 1997, it fell in the cobweb of the ASEAN crises. 
ASEAN's imports also increased from US$ 159533 
milHon in 1990 to US$ 307781 million in 1999. The 
growth in imports of this region has also behaved almost 
in the same way as its exports and trade during 1990-1999. 
Imports registered a growth rate of 13.42 per cent in 1991 
which declined to 9.2 per cent in 1999, a decline of almost 
4 per cent . 
During 90s, ASEAN region has been facing trade 
deficits which have increased from US$ 18.4 billion in 
1990 to US$ 21.88 billion in 1994. However, from 1998, 
the ASEAN countries performance has improved sending 
good signal to the trading partners including of course 
India for better and improved trade and investment 
opportunities. 
Table-8 presents statistics as regards the direction of 
the ASEAN trade during the period 1990-99. It is seen from 
the table that Japan and the US are main business partners 
of the ASEAN countries. The share of these two nations 
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in ASEAN trade average around 40 per cent during the 
period of 1970-1994 which registered constant progress till 
1999. Japan 's share in ASEAN trade recorded 21.4 per 
cent in 1990, which continuously declined to reach 18.59 
per cent in 1999. 
In 1990, the trade share of the US was 17.1 per cent 
which rose to 18.97 per cent in 1999. Trade with the 
European Union was 14.7 per cent in 1990, which went 
up to 16.13 per cent in 1999. Thus, the general pattern 
shows stable share of Japan and the US in the ASEAN 
trade and fluctuating trend in the ASEAN with EU. ROW 
share in 1990 was a 29.1 per cent which declined to reach 
25 .03 per cent in 1999. 
Japan dominated the ASEAN's main export market in 
1990. Japan traditionally imported primary goods frorn 
Indonesia and has rapidly relocated some of its industries. 
From 1990 to 1999, the US was the primary destination 
of ASEAN exports, but its share ranged between 19 to 
20 per cent. During this period, the ASEAN made a good 
deal of progress in export market towards non-traditional 
trading partners. Exports of the rest of the world steadily 
increased from 19.8 per cent in 1990 to 21.20 per cent 
in 1999. 
156 
Japan ' s domination in ASEAN trade was more 
pronounced in imports from 1990 to 1999, its share in 
total ASEAN imports ranged from 23.5 to 22.5 per cent. 
Ttie share of the US was rather stable ranging between 
17.1 per cent to 18.97 per cent during the period under 
reference. Similar pattern emerged on the share of the 
rest of the world in ASEAN imports which rose steadily 
from 31.6 per cent in 1990 to 28.2 per cent in 1999. 
During the past one decade intra-ASEAN trade did not 
change significantly in terms of its share to total ASEAN 
trade as shown in Table-9. A look at intra-ASEAN trade 
reveals that there is historical domination of Malaysia and 
Singapore. Their share in total averaged to 76 .3 per cent 
onward, though stable through the years under study. 
Remarkable changes in intra-ASEAN trades are seen in 
Thailand's share in total exports and sharp fall in 
Indonesia's share in total imports. 
Brunei's share in ASEAN exports declined from 1.65 
per cent in 1990 to 0.78 per cent in 1999 and her imports 
share in total ASEAN was recorded to the tune of 1.66 
per cent in 1990 which increased to 2.77 per cent in 1999. 
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Between 1990-99 Indonesia 's trade continuously 
declined due to Asian crises. The share of Indonesia's 
exports in 1990 was 9.06 per cent which declined to 
7.98 per cent in 1999 and imports share was 7.15 per 
cent in 1990 which declined to 5.12 per cent in 1999. 
Malaysia's trade between 1990-99 was severely 
affected from Asian crises. Exports share fluctuated sharply 
between 31.15 per cent in 1990 to 27.32 per cent in 1999. 
Philippine's share in total trade in ASEAN was minor, 
her exports on average ranged between 2.12 per cent to 
3.17 per cent and imports between 4.97 per cent to 8.41 
per cent during the period under review. However, the 
Philippines trade does not appear to be more effected due 
to the Asian crises. 
Singapore is a major centre of the ASEAN trade. 
Singapore dominated in ASEAN exports market. Her share 
in exports was 46 .53 per cent in 1990 which rose to 50.0 
per cent in 1999. Singapore traditionally imported primary 
products from 1990 to 1999. Her share in imports was 
48 .44 per cent in 1999 which declined to 46.44 per cent 
in 1999. 
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Thailand's trade to ASEAN countries rose during tlie 
period under reference. Thailand exports to ASEAN 
countries have been fluctuating sharply during 1990 -1999'. 
However, during the same period the imports have shown 
declining trend. During 1990-1999, ASEAN region faced 
trade deficit largeiy due to Asian crises. 
Conc lus ion 
The ASEAN came into existence as a result of lurking 
threat of communism in Indo-China in August, 1967. Till 
date, there are ten member countries of ASEAN viz. 
Indonesia, Malaysia, the Philippines, Singapore, Thailand, 
Brunei, Vietnam, Laos, Myanmar, and Cambodia. 
The agenda of ASEAN was perforce to accelerate 
economic growth and to promote active collaboration and 
natural assistance for all the member countries right from 
the incept ion. ASEAN through several conferences, 
meetings and summits has endeavoured for economic 
cooperation through investments in variety of arrangements 
viz., industrial projects, schemes and plans for both inter 
and intra-ASEAN members including, of course, India. 
With the adoption of adjustment policies induced by 
the external shock of the 80 's , the ASEAN countries 
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reaped the maximum benefits of economic cooperation. 
The Hberalizatioin policies initiated by almost all the 
ASEAN countries in 1987 and 1991 however, gave more 
concrete and effective platform to accelerate the economic 
cooperation. 
The economic performance of ASEAN has been 
commendable. The growth rate (GDP) has appeared to 
have picked up after a slight fall in 1992, inflation is 
under control, exports witnessing rising trend, FDI 
registering upward trends during the period under review. 
By and large, it may be concluded that ASEAN has 
gathered momentum for all round growth and development 
during the period under reference i.e. 1990-1999. 
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INDIA'S TRADE RELATIONS WITH ASEAN 
COUNTRIES: PRE AND POST-NEW ECONOMIC 
POLICY (NEP) ANALYSIS 
Introduct ion: 
From the foregoing discussion in chapter-4, it has 
been observed that the emergence of ASEAN in the 
decade of 70 's has proved beneficial for Asia in particular 
and the world as a whole in general from socio, politico 
and economic view points. ASEAN's trade relations with 
the world, such as, USA, EU, Japan and neighboring 
countries, i.e. India and others are encouraging. 
There has been severe setback with the ASEAN 
economies, in 1997 . The ASEAN economies almost 
shattered with high inflation, recession and precarious 
forex reserves, horrible balance of payment position. 
However, the ASEAN economies served the blow and 
have now started picking up. ASEAN trade with India, 
which forms the main theme of the thesis, is being 
examined in this chapter. 
India's trade relation with ASEAN is quite old but 
the quantum of trade is low. Trade with ASEAN has 
picked up during the last decade of century. The ASEAN 
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region has significant importance to India for various 
reasons. Firstly, tfiis is the region which has registered 
the highest growth in the past years and is expected to 
maintain this growth rate in the years to come. Secondly, 
inspite of successful conclusion of the Uruguay Round 
of multilateral negotiation, the world trade system is still 
in process of splintering into trade blocs, creating a 
market entry problems to India. This necessities for a 
closer relationship with regional trading blocs on a 
bilateral basis. Thus a close relationship with ASEAN 
countryies is a pre-requisite for India to enhance its 
trade. Thirdly, ASEAN countries collectively provide a 
vast market potentiality. Fourthly, the most terrific fact 
is that India accounts for meagerly 1 per cent of ASEAN 
global trade. So it needs better handling of trade relations 
related to ASEAN. 
The economic reforms initiated in India since July, 
1991 have reaped some benefits in boosting up its trade 
with ASEAN. However, the pace of trade has not geared 
up upto the mark. 
In the forthcoming paragraphs an attempt has been 
made by the Research Scholar to summarise India's trade 
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relations with ASEAN countries during tiie pre and post-
NEP period. 
The trade and politico-economic relation between 
India and the countries of ASEAN region is quite old and 
this relation is significant for India and ASEAN countries 
both. With the introduction of liberalization for globalisation, 
trade relations have assumed a new meaning and direction. 
Table-1 provides the informations about India's trade 
with ASEAN countries. It is discernible from the table 
that exports to ASEAN registered a rising trend except 
in 1997-98 . During the decade of 70s, India exported 
goods, commodities to the tune of Rs 1883 .87 crore. 
During the same period India imported goods and 
commodities from ASEAN to the tune of Rs 3505 .99 
crore, and hence the balance of trade turned against 
India. In the next decade i.e. 80s, India exported to and 
imported from ASEAN to the volume of Rs 18138 .21 
crore and Rs 28195 .47 crore respectively accounting for 
an increase of 86 .28 per cent in exports and 70 .42 per 
cent in imports respectively. However, India once again 
faced a negative trade balance. 
In the year 1990-91 , the Government of India 
adopted a New Economic Policy. With the adoption of 
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this policy, India's trade witli the world in general and 
ASEAN in particular obtained a new direction. During the 
year 1990-91 India exported goods and commodities of 
Rs 6 7 5 7 . 9 5 crore and imported goods and commodities 
worth Rs 9612 .67 crore respectively. During this year, 
India registered a trade deficit of Rs. 2854 .72 crore. In 
the next year, i.e. 1991-92, India witnessed a tremendous 
increase of 423 .30 per cent by exporting to ASEAN to 
the volume of Rs. 3 5 3 6 5 . 0 0 crore. In the same year, 
imports went up by 309 .36 per cent. Due to this 
increase, trade deficit also went up to Rs 3 9 8 5 . 7 5 crore. 
This increase in both imports and exports was mainly 
attributed to initiation of New Economic Policy, rules, 
regulations and procedural formalities of the trade. In 
1992-93 , India's exports registered a slow but steady 
growth. During this year, India's exports to ASEAN 
increased by 30 .71 per cent, on the other hand, imports 
from ASEAN increased by 73 .70 per cent, turning the 
trade balance against the India by Rs 2 2 1 2 8 . 6 0 crore. 
During the year 1993-94, India's exports to ASEAN 
region increased by 34 .46 per cent but on import front 
it registered a declining trends by 10.52 per cent, which 
ultimately turned the trade balance in favour of India. 
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During 1995 - 1 9 9 9 , India 's expor ts witnessed 
fluctuating trends. However, imports registered a declining 
trend. During these five years exports registered a 
fluctuating trend because of frequent change of government 
at centre. 
Table-2 presents an account with regard to India's 
trade with ASEAN countries. From the scanning of the 
table, it is observed that in the pre-NEP period i.e. 
(1970-80) India exported worth US$ 1678. 2 million to 
ASEAN countries and imported to the tune of US 
$ 1 5 4 2 . 6 7 million registering positive trade balance. In 
the next decade, i.e. 1980-90 India's exports registered 
11 per cent annual growth, on the otherhand its imports 
increased by 51.2 per cent on annual average basis, 
facing negative trade balance. 
During the post-NEP period India's trade performance 
is quite satisfactory. It exported goods and commodities 
worth of US$934 .28 million in 1990-91 , US$ 1079 .94 
million in 1991-92, US$ 1367 .07 million in 1992-93; 
US$ 1648 .40 million in 1993-94. During four years, 
India's exports witnessed a rising trends. From 1994-95 , 
growth trend of Indian exports declined except in 1996-
97 . 
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It is also indicative from table that India's imports 
from ASEAN in terms of US doUor has been fluctuating. 
India imported goods and commodities worth US$ 1539 .13 
million in 1 9 9 1 , US$ 1339 .60 million in 1991-92, it was 
a decrease of 13 per cent approximately. During the year 
1992-93 India's imports again went down by 273 per 
cent. In this year trade balance turned in favour of India. 
In the year 1993-94 imports again decreased by 19.14 
per cent. However, in 1994-95 imports jumped-up by 
74 .73 per cent. But in the 1995-96, 1996-97 , 1997-
98 imports sluggishly increased. Due to Asian financial 
crises imports ar/d exports of India registered a negative 
growth trends. 
Table-3 furnishes countrywise informations about 
India's exports to ASEAN in terms of rupees. Table 
reveals that during the period 1967-80, India's total 
exports amounted to Rs. 1883 .87 crore out of which India 
exported goods and commodities worth Rs 356 .0 crore 
to Indonesia, Rs. 408 .8 crore to Malaysia, Rs 700 .59 
crore to Singapore, Rs 200 .2 crore to Thailand, Rs. 
100 .1 crore to Philippines, Rs. 850 .3 crore to Myanmar, 
Rs. 32 .15 crore to Vietnam, Rs. 3.40 crore to Brunei, 
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Rs. 0 .408 crore to Laos and Rs 1.89 crore to Combodia 
respectively. 
During tlie decade of 80s India's exports to ASEAN 
region increased to Rs. 18138 .21 crore from Rs. 1883.87 
crore during tiie period under review. Country-wise share 
of exports was as follows. India's exports to these 
countries was Rs. 2 0 9 3 . 5 3 crore to Indonesia, Rs. 
1896.85 crore to Malaysia, Rs. 4068 .85 crore to Singapore, 
Rs 1455 .96 crore to Thailand, Rs. 1352 .38 crore to 
Philippines, Rs. 770 .32 crore to Myanmar, Rs. 665 .06 
crore to Vietnam, Rs. 1200 .76 crore to Brunei, Rs. 
8 6 5 . 7 8 crore to Laos and Rs. 1166 .46 crore to Combodia 
respectively. 
In the post- NEP period, Indian exports to ASEAN 
countries have witnessed a rising trend. India's exports 
to Indonesia during 1990-1999 has seen a mixed trends. 
India's exports to Indonesia is worth Rs 976 .22 crore 
in 1 9 9 0 - 9 1 , Rs 5062 .30 core in 1991 .92 , it has 
declined over the previous year. In the year 1992-93 it 
increased to Rs. 6800 .50 crore from Rs. 5 0 6 2 . 3 0 crore, 
it was a nominal increase. In the year 1993-94 imports 
has climbed up at a faster speed.However, the trend 
could not be maintained. 
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It is also evident from the table that Malaysia is an 
important trade partner of India. India has exported to 
Malaysia worth Rs. 1062 .75 crore during 1 9 9 0 - 9 1 , Rs 
6 0 9 9 . 6 0 crore in 1991-92 , Rs. 7213 .29 crore in the 
year 1992-93 , Rs. 10399 .10 crore in 1993-94, Rs. 
14272 .00 crore in 1994-95 . Rs. 2431500 crore in 
1995-96 , Rs. 23086 .0 crore in 1996-97, Rs. 22016 .0 
crore is 1997-98 and Rs. 2 8 8 8 . 6 0 crore in 1999 
respectively. There is a declining trend during the year 
1996-97 and 1997-98 respectively. This was mainly 
attributed to Asian financial crisis. 
Table further reveals that India's imports to Singapore 
have maintained a steady rising trends, total imports in 
the last nine years, amounted to Rs 2094 .76 crore in 
1 9 9 0 - 9 1 ; Rs 11050 crore in 1991-92; Rs 15058 .89 
crore in 1992-93 ; Rs. 18059 .0 crore in 1993-94; Rs 
2 0 4 1 9 . 0 crore in 1994-95; Rs 23015 .0 crore in 1995-
96; Rs 29040 .0 crore in 1996-97; Rs. 2 6 0 8 6 . 0 1 crore 
in 1997-98; Rs. 3 0 8 7 0 . 1 6 crore in 1998-99; except 
for 1997-98 when India's exports to Singapore registered 
negative growth because of financial turmoil in South 
-East Asian countries. In 1996-97, the growth rate was 
the highest. Presently Singapore is one of the most 
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dinamic and fast growing economies of the world. Its 
is growing at a rapid pace. Singapore is playing a key 
role in providing numerous investment opportunities to 
other Asian nations. It is high time for the Government 
of India to evolve simplified and transparent export 
programmes and policies for strengthening trade with 
Singapore. 
Thailand seems to have occupied important position 
in the sphere of trade among the ASEAN region. It can 
be observed from the table that India's exports to 
Thailand witnessed a sluggish upward movement during 
the New Economic Policy (NEP) regime. India's exports 
during this period accounted for Rs. 1782 .76 crore in 
1 9 9 0 - 9 1 ; Rs. 10089 .47 crore in 1991-92; Rs. 12030.0 
crore in 1992-93; Rs. 1827 .50 crore in 1993-94; Rs. 
18209 .0 crore in 1994-95 Rs. 22086 .0 crore in 1995-
96; Rs 23287 .0 crore in 1996-97; Rs. 2 0 2 4 6 . 0 crore 
in 1997-98 and Rs. 28887 .0 crore in 1998-99. Just after 
the implementation of New Economic Policy, India's 
exports have tremendously improved, from Rs 1782 .76 
crore to Rs 10089 .44 crore during the year 1990-91 
to 1991-92. However, during the year 1994-95 and 
1997-98 exports went down because of Asian financial 
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crises and frequent change in the government at the 
centre in India. 
The Philippines economy has strong agriculture sector 
but it lacks natural resources and industrial base, however 
Philippines has a significant growth potential . India's 
exports to Philippines has grown at a faster rate. It went 
up from Rs. 299 .13 crore in 1990-91 to Rs. 18002.0 
crore in 1998-99. Only in the year of 1997-98 growth 
rate of exports was negative. 
Myanmar being a neighbouring country of India has 
to play a crucial role in the trade development with India. 
India's exports to Vietnam, Brunei, Laos and Combodia 
have done fairly well. India's exports to all these countries 
have registered a positive growth trend. India's total 
exports to ASEAN has been a rising trend as indicated 
by Table-3. 
Table - 4 provides statistics with regard to India's 
imports from ASEAN (country wise) during pre and post-
NEP period. During the pre-NEP period (1967-80) India's 
imports amounted to Rs 187.09 crore which went up 
during the next ten years to the tune of Rs. 9341 .98 
crore. 
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India's imports from Indonesia in post-NEP period 
has been steadily going up. However, in 1993-94 and 
in 1994-95 India's imports from Indonesia registered 
spectacular growth rate of 116.6 per cent and from Rs. 
545 .57 crore in 1990-91 it went ups to Rs. 5 7 2 5 7 . 6 0 
crore in 1990-99 . 
India's imports from Malaysia amounted to Rs. 1468.79 
crore in 1967-80, Rs 3355 .96 crore in 1980-90 . It is 
evident from the table that India's import form Malaysia 
registered an increasing trend, it jumped from Rs 3695 .42 
crore in 1990-91 to Rs. 12982 .21 crore in 1991-92 . 
It is moving upward steadily because of lack of import 
substitution. 
India's imports from Singapore have a remarkably 
steady growth. It amounted to Rs 1204.4 crore in 1967-
80; Rs 6 2 3 5 . 6 3 crore during 1980-90; Rs 3 8 2 7 . 5 8 crore 
during 1990-91 Rs 15992 .51 crore in 1991-92; Rs 
27030 . 7 crore in 1992-93 ; Rs 20446 .44 crore in 1993-
94 Rs. 3 6 0 0 . 1 5 crore in 1994-95; Rs 4 6 4 9 0 . 0 0 crore 
in 1994-95 . Rs. 4 6 4 1 5 . 0 6 crore in 1996-97; Rs. 53915 .0 
crore in 1997-98 and Rs 6 7 8 2 1 . 7 6 in 1998-99. It can 
be inferred from the table that India is heavily importing 
from Singapore. 
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India's imports from Thailand stood at Rs. 212.Q 
crore during 1967-80 which went up during the next 
decade to the time of Rs. 4579 crore. During the pre-
NEP period India's exports from Thailand witnessed a 
rising trend except in the years 1997-98 and 1998-99, 
which has mainly attributed to Asian financial crises. 
Table further reveals informations about India's imports 
from Philippines. During the period 1967-80 imports 
amounted to Rs. 66 crore which increased to Rs. 1694.2 
crore in the next decade i.e. (1980-90). In the post-NEP 
period India's imports from Philippines registered a 
fluctuating trends. 
Myanmar being the neighbouring of India has important 
position into India's trade relations. In the pre-NEP 
period i.e. 1967-80 India's import from Myanmar stood 
at Rs. 113 .1 crore which went up to Rs. 393 .24 crore 
in the next decade. During the post-NEP period, fluctuating 
trends are witnessed. India's imports from Myanmare and 
other four countries namely, Vietnam, Brunei, Laos and 
Combodia are negligible. 
However, these countries can not be ignored from 
the trading point of view. Proper attention should be paid 
179 
by the government upon the trade relations with these 
countries. 
It is indicative from the table that India's total 
imports from ASEAN registered a rising trend during the 
period under review. 
In TabIe-5, an attempt has been made to present 
country-wise analysis of trade of balance between India 
and ASEAN during the pre and post-NEP period. During 
the period 1967-80 India had a favourable trade balance 
of Rs. 168 .91 crore with Indonesia. But it turned against 
India during the decade of 1980 ' s . However, in the post-
NEP period India's trade balance with Indonesia turned 
out to be favourable except during the year 1994-95 , 
1996-97 , 1997-98, 1998-99 . 
Trade balance of India with Malaysia witnessed negative 
trend. Trade deficit was highest in the year 1998-99 
which stood at Rs. 6 5 9 6 5 . 7 0 crore and it was least in 
the year 1990-91 amounting to Rs. 2632 .67 crore. 
Table provides informations as regards balance of 
trade of India with Singapore. Singapore transformed its 
developing economy into developed economy in the 
recent past. However, the balance of trade between India 
180 
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and Singapore is negative. India's balance of trade with 
Thailand was also negative during the pre-NEP period. 
But after the introduction of New Economic Policy it 
turned in favour of India. Highest trade surplus to the 
tune of Rs. 16102 .30 crore was registered in the year 
1993-94 . 
Balance of trade with Philippines is favourable in pre 
and post-NEP period both except in the during 1980-
90 it was negative to the extent of Rs. 361 .86 crore. 
India is importing more from Myanmar than exporting 
India has recorded trade deficits during the whole of the 
post-NEP period. Other four countries i.e. Vietman, 
Brunei, Laos and Combodia have somewhat mixed trends. 
It can be inferred from the table that balance of 
trade of India with most of the Asian nations is negative. 
So government should evolved policy and strengthen its 
exports potentiality to effect the overall trade deficit., 
Table-6 presents data as regards India's exports of 
various commodities to Indonesia. According to the 
figures of 1980-99, main items of India's exports to 
Indonesia include chemicals, transport equipment, machinery 
other than electrical, oil meals, iron ores, engineering 
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goods. The exports of chemicals registered an increasing 
trends. During pre-NEP period i.e. during (1980-90) 
amounted to Rs. 3860 lakhs. In the post-NEP period i.e. 
during (1990-99) exports to Indonesia amounted to Rs. 
3742 lakhs in 1990 -91 , Rs. 5035 lakhs in 1991-92 , Rs. 
7037 lakhs, in 1992-93 , Rs. 8871 lakhs, in 1993-94, 
Rs. 11776 lakhs, in 1994-95 , Rs. 15483 lakhs in 1995-
96; Rs. 18612 lakhs in 1996-97; Rs 17859 lakhs in 
1997-98 and Rs. 18620 lakhs in 1998-99 . Exports of 
transport equipments to Indonesia amounted to Rs. 5831 
lakhs in pre-NEP period (1980-90). During post-NEP 
period transport equipments has registered significant 
increase over the previous years. 
The item which registered a widely fluctuating trends 
include machinary other than electrical, iron ores and 
engineering goods. Export of machinery other than 
electrical went up from Rs. 1390 lakhs in 1990-91 to 
Rs .83132 lakhs in 1995-96 , where as it plummeted to 
dismal Rs. 46 lakhs in 1996-97 , Rs. 21 lakhs in 1997-
98 Rs. 18 lakhs in 1998-99 . The decline in the exports 
of above items is attributed to Asian financial crises. The 
export of engineering goods registered a rising trend 
India exports many more items to Indonesia but their 
184 
share is too small. However, Indian Government should 
strive hard to explore more potential commodities which 
can be exported to Indonesia. Proper and timely settlement 
of trading matter and stable government at centre will 
provide some more export opportunity to India. According 
to the figure provided by Table-7 important items of 
India's exports to Malaysia includes export of rice registered 
widely fluctuating trends. It was lowest in 1990-91 (Rs. 
12 lakhs) and highest in 1992-93 (Rs. 6442 lakhs) oil 
meals and marine products registered a phenomenal 
growth rate. Engineering goods are the biggest export 
earning commodities. It has registered a high growth rate 
during the post-NEP period. However, more opportunities 
and exportable items, should be identified and economic 
relations with Malaysia should be strengthen to enhance 
India's foreign exchange earnings. As can be seen from 
Table-8, India's exports to Singapore have been steadily 
rising. The most significant items in India's exports to 
Singapore include coffee, rice, oil meal, leather and 
leather manufactured; gems and jewellary, chemical and 
allied products, marine products, spices, cashew kernels, 
engineering good, cotton yarned fabrics and made ups 
etc. 
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Export of coffee rose to Rs. 225 lakhs in 1991-92 
from Rs. 58 lakhs in 1 9 9 0 - 9 1 . It further went up to Rs. 
1213 lakhs in 1995-96. The rice exports registered a 
widely erratic trends. Export of oil meals registered a 
high growth rate it amounted to Rs. 422 lakh in 1990-
91 and touched the highest amount of Rs. 84269 lakhs 
in 1996-97 . 
Due to ambiguous policy of Indian Government, 
quantum of leather and leather manufactured goods 
registered a declining growth trend during the period 
under review. Export of gems and jewellary registered a 
rising growth rate. Chemical and allied products, marine 
products, spices, cashew kernels, engineering goods and 
cotton yarn fabrics has registered a increasing growth 
rate. However, an at tempts should be made to identify 
products which offer good potential for exports to 
Singapore. India's trade and industry and government 
need to focus on selected items of the products for 
exports in the years to come. Table- 9. Provides statistics 
with regard to exports to Thailand during 1980-1998 . 
The India's exports to Thailand include; marine product, 
chemical total, oil meals, gems and jewellary, engineering 
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goods. According to value of exports gems and jewellery 
is the highest exports earning item to Thailand. 
Table-10 has been prepared to study the trends in 
India's export to Philippines during 1 9 8 0 - 1 9 9 8 . It is 
discernible from the table that oil meals and jute product 
are main items of exports to Philippines followed by 
engineering goods. 
India's exports to Brunei is concentrated on two main 
commodities, i.e. cotton yarn fabrics and gems and 
jewellary. Table-11 provides an account of India's exports 
to Brunei since 1980-98 . In the pre-NEP period i.e.. 
(1980-90) India exported cotton yarn fabrics of Rs. 
0 .01076 lakhs went up substantials to Rs. 5.39 lakhs in 
the year 1990 -91 . This increase is mainly attributed to 
liberal export policy of the government. In the next year 
exports to Brunie amounted to Rs. 6.69 lakhs which 
again went up to Rs. 7.10 lakhs in 1992-93 . Highest 
growth rate of Rs. 75 .5 lakhs was registered during 
1994-95 , for the remaining period export registered a 
rising trends. 
India's exports of gems and jewellary to Brunie 
witnessed a high band of fluctuation during the period 
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under review. Table-11 shows India's exports to Brunie 
mainly includes the items such as, meat and meat 
preparat ions, gems and jewellery, cotton yarn fabrics, 
madeups, transport equipment, drugs, pharmaceuticals, 
fine chemicals, manufacture of metals and RMG cotton 
including accessories etc. 
Brunei being a promising developing country of 
ASEAN has vast oppor tun i t ies for expor t s . Indian 
Government should focus and identify more profitable 
and easily exportable items of exports to Brunei. 
Table-12 gives an accounts with regard to India's 
exports to Myanmar for the period 1980 to 1992. It is 
evident from the table that the commodities such as 
cotton piece goods, jute goods are the important items 
of the exports of India to Myanmar. The data for other 
years under review was not available. 
Table-13 has been prepared by the Research Scholar 
to study India's exports to Vietnam for the period from 
1980-90 to 1998-99. The main items of Indian exports 
to Vietnam during the period under reference are oil 
meals , chemicals and allied products and rubber 
manufacture. It is discernible from the table that India's 
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exports to Vietnam stood at Rs. 21 .40 lakhs during the 
period 1980-90. After the declaration of New Economic 
Policy in 1991 export has went up to Rs. 156 lakhs 
in 1990-91 which increased to Rs. 209 lakhs in 1991-
92 . India's exports to of oil meals registered highest 
growth rate in 1995-96. During this year exports valued 
at Rs. 4 4 6 5 lakhs which further went to Rs. 8110 lakhs 
in 1996-97 . 
India's exports of chemical and allied products and 
rubber manufacture was not satisfactory during the pre-
NEP period (1980-90). However, in the post-NEP period 
export of this items registered a steady high growths 
rate. Besides these three items. India also exported four 
more items in small quantity. Vietnam should be given 
more attention from export point of view because Vietnam 
provides a large market for India's exports to Vietnam 
based on the figure of 1980 -1998 which include; oil 
meals, chemical and allied products, rubber manufacturers. 
Table-13 provides information about value of exports 
during the period under review. It is discernible from the 
table that India's export to Vietnam is Rs. 21 .40 lakhs 
during the period of 1980-90 . After the declaration of 
New Economic Policy (NEP) in 1991 export has gone up 
197 
to Rs 156 lakhs in 1990-91 which increased to Rs 209 
lakhs in 1991-92. India's export of oilmeals registered 
highest growth rate in 1995-96 . During this year export 
valued to Rs 4465 lakhs which has further goneup to 
Rs 8110 lakhs in 1996-97 . 
India's export of chemical and allied products and 
rubber manufacture was not satisfactory during the Pre-
NEP period (1980-90). However in the post-NEP period 
export of these items registered a steady growth rate. 
Besides these three item India also exports few more 
items in small quantity. Vietnam should be given more 
attention from export point of view because Vietnam 
provides a large growth market for India. 
Table-14 provides statistics with regard to India's 
exports to Laos Social Republic. The data available 
regarding India's exports items to Laos are scanty. 
Therefore, no concrete analysis can be presented. However, 
certain commodities such as milk and cream, leather hand 
bag, electrical material have been exported to Laos by 
India for the year 1992-93 . However, after this year no 
statistics are available with regard to India's exports to 
Laos. 
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Table-15 presents statistics regarding India's exports 
to Cambodia for the commodities such as postal package, 
tea, woods, rice for two year that i.e. 1980-90, and 
1992-93 , data for the latter years are not available. 
Table-16 gives detailed accounts with regard to 
India's imports from Indonesia during the period 1980-
98 . It is indicative from the table that India imported 
copal from Indonesia amounting to Rs. 4 1 . 8 0 7 1 lakhs 
during the pre-NEP period (1980-90). In the post-NEP 
period imports of copal registered a rising but slow trend'. 
Imports of dammer batu amounted . to Rs. 5 1 . 8 1 6 3 lakhs 
during the Pre-NEP period. In the post-NEP period 
import of dammer batu registered a sluggish growth 
which was mainly attributed to government restriction on 
import with an aim to narrow down trade deficit. 
India is rich in spices production but it also imports 
spices from Indonesia. During the Pre-NEP period (1980-
90) imports of spices amounted to Rs. 1.1294 3 lakhs. 
India import of spices registered a high growth trend 
during the period under review. This shows high domestic 
demand and low production of spices. India also imported 
leather from Indonesia. Trend of imports of leather is 
fluctuating. Natural rubber, organic chemical, iron and 
200 
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steel registered a rising trend during tiie wiioie period 
under reference. Focus should be given upon import 
substitution and high level of efficiency in overall 
production system of the country. 
Table-17 provides statistics with regard to imports 
from Malaysia. During Pre-NEP period (1980-90) India 
imported hide and skin amounting to Rs. 9 .0956 lakhs 
from Malaysia. In pre-NEP period imports of hide and 
skin rose to Rs. 8 .1674 lakhs from Rs. 6 .1723 lakhs 
in 1 9 9 0 - 9 1 , then it suddenly declined to Rs. 1.68 lakhs 
in 1992-93 and a decline of Rs. 1.05 lakhs in 1993-
94. However, in 1995-96, it slightly improved but again 
the successive years under reference, it registered declining 
trend. 
As can be seen from the table that during pre-NEP 
period natural rubber was an important item of India's 
import from Malaysia, according to the figure, it amounted 
to Rs. 5 0 2 4 . 8 4 4 lakhs. In the post-NEP period import 
of this items has tremendously increased and has touched 
an amount of Rs. 11422 .65 lakhs in 1995-96 . 
Organic chemical and iron . and s teel ' s imports 
registered a fluctuating trends. There is significant scope 
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for India to minimise its import and maximise its exports. 
Through streamlining policies for promotional packages. 
A profile of goods imported from Singapore to India 
is given in TabIe-18. In pre-NEP period (1980-90.) 
imports of vegetable oil fixed amounted to Rs. 0 . 9 0 3 4 5 3 
lakhs. During the post-NEP period imports of this item 
registered a high growth rate touching an amount of Rs. 
5 0 3 0 . 1 4 lakhs in 1996-97 . 
Imports of globe extracted amounted to Rs. 36 .872 
lakhs in pre-NEP period (1980-90), Rs. 0 .8557 lakhs in 
1 9 9 0 - 9 1 , Rs. 21 .507 lakhs in 1991-92; Rs. 2 3 . 9 9 3 
lakhs in 1992-93 ; Rs. 543 .91 lakhs in 1993-94; Rs. 
786 .32 lakhs in 1994-95; Rs. 17 9.21 lakhs in 1995-
96; Rs. 811 .05 lakhs in 1996-97; Rs. 823 .07 lakhs in 
1997-98 . Imports of spices have registered growth in 
post-NEP period, imports of natural rubber, waste and 
used leather and iron and steel has registered a mixed 
trend. Singapore has an open economy, which allows free 
flow of goods in and out of country. India should make 
an endeavour to avail of export opportunities presently 
to offset trade deficit. 
Table-19 furnishes data with regard to India's imports 
from Thailand. During the pre-NEP period i.e. 1980-90, 
205 
(2 
P 
00 
V 
1 
0> 
(0 
o Q. (0 
O) 
c ^ • ~ 00 
CO ON 
E ^ 
• ^ o 
«i 
o 6 Q.0O 
S"os 
M M 
(0 
"w 
• ^ ^ 
TJ 
LU 
Z 
I 
in 
O 
OL 
S LU 
Q- 2 
0 0 
O ) 
1 
CD 
r--
C3) 
1 
CD 
C3> 
«D 
O ) 
l O 
CN 
r--
o 
CO CM 
0 0 
m 
o 
V -
T— 
oo 
CN 
CO 
cri 
T— 
CN 
00 
IfJ 
OCJ 
CM 
CO 
CJ) 
CO 
CO 
U1 
OO 
CO 
CO 
I D 
CO 
CN 
CO 
I D 
IT) 
OO 
CD 
CNJ 
CN 
LD 
CO 
c:> 1 in (3) 
<3> 
•>4-
o 
CO 
o 
m 
T— 
CM 
CJ) 
r^  
r-~ 
CD 
o 
(3> 
h -
CM 
CO 
CN 
h~ 
CO 
o CO 
CO 
T— 
iri 
1 — 
CN 
0 0 
U5 
O) 
I 
•<r 
C3> 
I 
CO 
oo 
CJ) 
CN 
C3> 
CD 
CN 
c:3 
C35 
C3) 
O 
O) 
O 
o 
00 
CO 
CNI 
oo 
CO 
CD 
I D 
CO 
OO 
CO 
CD 
ID 
CO 
O 
CN 
O 
O 
(/) 
(U 
1/1 
03 
<U 
> 
• o 
o 
E 
E 
o O 
CD 
O 
a> 
o 
CD 
I 
CN 
CO 
CO 
00 
ID 
ID 
00 
CN 
1 ^ 
00 
CD 
CO 
<u 
> U. 
• o 
0 
X 
o (D 
k_ 
•s< 
<u 
<u 
> 
^ 
o 
00 
CN 
ID 
ID 
CD 
00 
CO 
0) 
X) 
Z 
CO 
CD 
d 
CM 
T— 
a> 
oo 
•<r 
I D 
CO 
C7) 
CJJ 
CO 
CM 
o 
I D 
—^ 
CN 
I D 
0 0 
CO 
I D 
CM 
O 
O 
CD 
r^  
CJ) 
CM 
Cli 
r\j 
•q-
CN 
0 0 
(Ji 
" 
I D 
CO 
CO 
I D 
CN 
0 0 
cri 
CO CM 
o 
CJ) 
d 
<u 
I D 
CO 
ID 
CO 
ID 
CM 
CD 
CO 
CM 
1 ^ 
O 
CM 
O 
CO 
O) 
I D 
CD 
CJ) 
' T 
ID 
CO 
CN 
CO 
CJ) 
00 
CM 
CD 
CO 
cu 
•o 
c TO 
0) 
to 
§ 
SI 
*-> 
CD 
i) 
55 
•o 
C= 
(0 
c 
o k_ 
CO 
CO 
3 
CO 
,o I 
•5 
«w 
o 
</> 
o 
CO 
.2 
? 
cs 
i 
o 
CO 
206 
(2 
T3 
C 
'TO 
I 
TO 
E 
o 
o 
O 
TO 
C 
05 
I 
CO 
03 
CD 
OJ 
I 
ID 
a> 
O ) 
•4 
CX) 
cri 
CO 
05 
CO 
a> I 
en 
OJ 
C^J 
C D 
OJ 
O ) 
o 
C35 
O) 
o CO 
CCJ 
i n 
CD 
CO 
•«r 
o 
od 5— 
en CO 
•«r 
r--
<j> 
CD 
o 0 ) 
•"T 
CO 
<XJ 
C3J 
—^ 1 ^ 
r~-
CN 
cx> 
h -
CD 
tf> 
" 
h -
m 
CO 
CD 
0 0 
T -
•V 
CO 
CD 
CO 
CN 
CO 
CD 
o h -
CO 
CO 
C3 
CN 
0 ) 
I D 
CCJ 
CM 
CO 
O 
0 0 
Csi t ^ 
OJ 
i n 
CN 
CD 
CN 
t - h~ 
CN 
CD 
CD 
00 
CD 
CD 
CO 
CO CD 
0 0 
OJ 
I D 
CN 
vu 
•^  CO 
i n 
m 
CN 
en 
CM 
O 
0 0 
CD 
h -
t— 
CN 
O 
•<T 
OJ 
CO 
r^  
0 0 
OJ 
o 
CM 
CM 
C3) 
CO 
C3J 
CO 
CO 
CD 
CO 
CD 
C3J 
CJJ 
05 
o 
CX) 
O ) 
« (5 
0) 
> 
i/> 
(U 
'^ 
•u 
o E 
E 
o O 
o 
o 
i n 
r-00 
J3 
J2 
3 
Q: 
^ 2 3 
"S z 
o 
CO 
h -
—^ CO 
,o 
c 
nj 
6 
CO 
C35 
CD 
o 
E 
o I 
O J 
C35 
0) 
c 
o 
w 
CO 
(U 
CO 
CO 
.o 
I 
•6 
o 
n 
% 
00 
u. 
i 
o 
CO 
207 
natural rubber was a major products of imports. Its 
imports amounted to Rs. 375 lakiis during the period 
1980-90 . In the post-NEP period imports of natural 
rubber has registered a rising trend till 1995-96 and 
there after it declined. Imports of organic chemicals 
amounted to Rs. 81 .780 lakhs during 1980-90 , Rs. 
93 .92 lakhs in 1991-92; Rs. 769 .40 lakhs in 1992-93 ; 
Rs. 584 .6 lakhs in 1993-94; Rs. 668 .6 lakhs in 1994-
95 ; Rs. 1893 .54 lakhs in 1995-96; Rs. 15678 .27 lakhs 
in 1996-97 and Rs. 7 1 9 8 . 8 4 lakhs in 1997-98 regarding 
a mixed trends. 
Imports of leather valued at Rs. 10 .793 lakhs during 
the pre-NEP period (1980-90). In the post-NEP period, 
trends in imports of leather register wavering. Trends in 
imports of iron and steel registered upward growth rate 
in the region, Thailand is emerging as a promising and 
therefore, the Indian Government effort to enhance trade 
relation with Thailand would be a judicious step. 
Table-20 provides information about India's imports 
from Philippines. Table gives a commodity-wise account 
of imports in rupees terms. India imported cashewnuts 
worth Rs. 2 8 5 . 2 3 lakhs in 1990-91 which rose to Rs. 
323 .31 lakhs in 1991-92 and then declined to Rs. 80.4 
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lakhs in 1992-93 . From 1993-94 onward the trends in 
imports from Philippines is mixed one initially rising and 
then at the end the last couple of years witnessed 
declining trend. 
India's imports of organic chemical from Philippines 
amounted to Rs 2 .252 lakhs during the pre-NEP period 
(1980-90). In the Post-NEP period imports of organic 
chemical registered fluctuating trends. It is lowest Rs 
37 .4 lakhs in the year 1992-93 and highest (780.2 lakhs) 
in 1997-98 . Imports of leather from Philippines showing 
is also a fluctuating trend, it was highest Rs. 135 .64 
lakhs in 1995-96 and lowest Rs 5.11 lakhs in 1993-94. 
Imports of coconut and other commodities also 
registered fluctuating trends during the period under 
review. 
Table-21 presents statistics as regards India's imports 
from (Burma) Mynamar during pre and post-NEP period. 
It is discernible from the table that the imports of rice 
broken stood at Rs. 27 .99 lakhs in 1970-80 which 
declined in the next decade i.e. 1980-90 to the tune 
of Rs. 12.29 lakhs. The growth rate in the imports of 
non-ferous metals is spectacular. However, the other 
items imports under reference have either been dropped 
210 
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or the data are not available. The imports of other 
commodities and transport equipments show a wavering 
trends during the period under review. 
An attempt has been made by the Research Scholar 
to summarise value of India's imports from Vietnam in 
Table-22. As can be seen from the table that India 
imports the following items from Vietnam; cashewnuts, 
rice, petroleum products, iron and steel, fertiliser, machinery 
and equipment and consumer goods. Out of these items 
cashewnuts constitutes highest percent share the imports 
of these items amounted Rs 49 .76 lakhs during the pre-
NEP period (1970-80) which an increased to Rs 83 .98 
lakhs in the next decades. 
In the post-NEP period, imports of cashewnute have 
grown at a high rate. It is highest (Rs 12443 .55 lakhs) 
in 1994-95 . Imports of rice has registered a rising trend 
from 1980-90 to 1995-96. It decreased in the year 
1996-97 and 1997-98 . Import of petroleum products and 
iron and steel has registered a fluctuating trend during 
the period under review. Imports of fertiliser registered 
a rising trends till 1996-97 but it plummeted to Rs 
350 .61 lakhs in 1997-98 . Imports of machinery and 
equipments registered a rising trend. Imports of machinery 
212 
A 
E 
(0 
c 
.2 
M > 0? 
CM _ ON 
' O ON 
• ^ (A ® 
u. ^ o 
»- o 5^  
E 
CL 
m 
(A 
o 
90 
0 \ 
(0 
(0 
C 
i% 
CO 
05 
o> 
r--
CD 
N^ 
CM 
00 
h -
<D 
i r i 
o 
O) 
o 
I f ) 
d 
CO 
T— 
o I f ) 
CO 
'" 
T— 
( D 
d 
i n 
CO 
T— 
\n 
00 
~^ 
CO 
CO 
d 
~^ 
O) 
CD 
C7) 
CD 
CJ> 
I 
i n 
O) 
CD 
m 
CJ) 
C3> 
C3) 
CJ> 
I 
CO 
CD 
CD 
CO 
CD 
I 
CM 
CD 
C3) 
CM 
O) 
a> 
CD 
O 
CD 
CD 
O 
CD 
\ 
o 
00 
CD 
O 
CD 
iri 
CM 
O 
CN 
CD 
•<r 
CO 
CD 
m 
in in 
o 
o 
CO 
o 
CO 
CO 
CO 
CM 
CM 
CD 
CD 
00 
CO 
CO 
CN 
CO 
CD 
CO 
00 
in S 
• D 
O 
E 
5 
o ni 
O O 
co 
o 
CO 
CD 
CD 
iri 
CO 
o 
CO 
CO 
•<r 
T 
CM 
• ^ 
O 
o 
T— 
<d 1 ^ 
CM 
i n 
CD 
i n 
1-^ 
CD 
CD 
CO 
00 
CO 
CD 
CD 
CM 
co 
o 
i n 
00 
CO 
CD 
CD 
CO 
(jj 
CM 
0) 
o 
be 
CD 
CD 
d 
1^ 
in 
CM 
CD 
d 
CD 
CO 
CN 
CO 
N ^ 
CM 
CM 
o 
CO 
CM 
CO 
1 ^ 
CM 
CN 
O 
CO 
CO 
CO 
o 
CO 
CD 
3 
O 
Q . 
CO 
0 0 
i n 
CD 
CD 
h -
O 
CO 
o 
m 
CD 
CO 
h -
CM 
CD 
t ^ 
CO 
CM 
CM 
00 
CD 
CO 
CD 
O 
cn 
d 
CM 
o in 
CM 
o 
in 
1 ^ 
in 
CM 
d 
CM 
o 
o 
•<r 
d 
o 
CM 
CN 
CD 
CN 
CM 
CO 
in 
00 
CD 
in 
t3 
3 
T) O 
O 
CO 
CO 
o 
CO 
m 
CD 
CO 
CO 
CM 
CM 
CD 
CO 
•<r 
CO 
co 
CD 
CD 
m 
CO 
in 
CN 
CN 
CD 
CM 
in 
CM 
CO 
CD 
in 
CM 
CD 
0 0 
CD 
csi 
CD 
0 0 
CD 
CO 
CO 
<u 
S5 
T3 
C (0 
c 
o L_ 
</l 
t 
<0 
LL 
•o 
c 0] 
0) 
c !c 
o (D 
S 
in 
'c. 
0) 
E c^ 
' 3 
o-
LU 
(U 
E 
3 
in 
c 
0 
0 
in 
• 0 
0 
0 
CD 
o 
Z 
C/3 CO 
CO 
Q) 
3 
Co 
-£2 
CO 3 
.0 
.TO 
•6 
o 
CO 
. 0 
CO 
1 
o 
00 
213 
and equipment has registered a vide fluctuating trend it 
is on high as Rs 134362 .26 lakhs in 1991-92 and as 
low as Rs. 1.67 lakhs in 1995-96. Trends in consumer 
goods registered a rising trend till 1995-96 and declined 
in 1996-97 and 1997-98 . Vietnam follows the same 
pattern of planning as India does so there his great 
opportunity for strengthening trade relations with Vietnam. 
Table-23 furnishes data regarding India's imports 
from Brunei. Imports of printed book, paper, JRNLS 
amounted to Rs 0.04 lakh during the pre-NEP period 
(1980-90), Rs. 0.18 lakh in 1990-91 , Rs 0.28 lakhs in 
1991-92 , Rs 0.29 in 1992-93 , Rs 0.31 lakhs in 1993-
94, Rs 0.02 lakhs in 1994-95 , Rs 0.02 lakhs in 1995-
96, Rs 1.01 lakhs in 1996-97 and Rs 0.41 lakhs in 
1997-98 . Imports of other commodities registered has a 
meagre share. It is Rs 0.9 lakh during 1980-90 , Rs 0.01 
lakhs 1990-91 Rs 0.10 lakh in 1991-92, 1992-93 and 
1997-98 respectively. India does not import much more 
items from Brunei. 
Imports of India from Laos registered somewhat 
mixed trends (Table-24). Main items of imports from Laos 
are organic chemical, other commodities. During 1990-
91 India imports of other commodities amounted to Rs 
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52 .71 lakhs. In 1994-95 it amounted to Rs 667 .46 lakhs, 
Rs 12.79 lakhs in 1998 . Imports of organic chemical 
during 1997-98 amounted to Rs. 4 .96 lakh. 
Table-25 provides statistics about India's imports 
from Cambodia. Table reveals that imports of woods and 
wood product during 1991-92 amounted to Rs 69 .34 
lakhs, which went up to Rs. 1227 .59 lakhs in 1992-
9 3 . Imports of paper board and manufacture amounted 
to Rs 0.02 lakh in 1993-94 . It went up to Rs 256 .40 
lakhs in 1994-95 . Imports of cashewnuts amounted to 
Rs. 24 .71 lakhs in 1994-95 . Imports of cotton dress, 
fish ladings amounted to Rs 0 .01541 lakhs, Rs. 0 .6609 
lakhs respectively during 1992-93 . 
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CONCLUSION: 
From the above discussion, it may be inferred that 
after the announcement of New Economic Policy (NEP), 
India's trade with ASEAN has steadily grown. During 
the period 1990-98 , India's exports to ASEAN region as 
a whole include oil meals, manufacture of metals, machinery 
and instruments, iron and steel, cotton yarn, fabrics, 
madeups, germs and jewellary, t ransport equipment, 
spices. Drugs, pharmaceuticals and fine chemicals, marine 
products, and other. It is observed from above list of 
items that India exports constitute primary commodities 
that do not have much value addition. None of India's 
fast growing i tems/non traditional items are being exported 
to these countries. In the same manner, India's imports 
from ASEAN countries are largely confined to primary 
commodities which include electrical machinery, wood 
and wood products, organic chemicals, natural rubber, 
vegetable oils fixed, cashewnuts, organic chemicals, printed 
books and leather etc. 
On the balance of trade front, India is having 
favourable t rade balance with Indonesia , Thailand, 
Philippines, Vietnam, Brunei and Combodia. Balance of 
trade with Malaysia, Singapore and Myanmar is against 
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the India. To convert unfavourable balance of trade in 
favourable balance of trade, India should focus upon its 
export efficiency and potential i t ies and accordingly 
streamline the trade policy. 
CHAPTER - 6 
ISSUES AND PERSPECTS OF INDIA'S TRADE 
RELATION WITH ASEAN IN 21^^ CENTURY 
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India And South East Asia: Economic and Political 
Issues 
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India is Prospective Investment Opportunities In 21 ' ' 
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ISSUES AND PROSPECTS OF INDIA'S TRADE 
RELATIONS WITH ASEAN IN Z I ^ T CENTURY 
Introduct ion : 
In the previous chapter, comprehensive discussion 
was made with regard to India's trade relations with 
ASEAN countries. It was observed that the post-NEP trade 
performance appraisal of India with ASEAN is encouraging. 
However, it was felt that the items of exports and imports 
mainly constituted primary commodities with a meagre 
amount of value addition. It has, therefore, been suggested 
that India should pay attention to streamline the trade 
policy for including non-traditional items the both of 
exports and imports to enhance the volume of trade with 
ASEAN. The present chapter highlights the issues related 
to India's trade relations with ASEAN. The study has dealt 
upon the prospects of trade between India and ASEAN 
in 21st century. 
The importance of the countries of the ASEAN 
region for India can hardly be over emphasised. This 
region has a population of nearly 400 million people. It 
has large market potential with opportunities for cooperation 
in trade, investment and technological spheres. These 
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countries lie at the heart of India's trade routes to the 
Far East and the South Pacific Region and constitute the 
South-Eastern Territorial Flank of India in the Indian 
Ocean. An inaportant area of interest for India in political 
strategic and economic terms. With the advent of Narasimha 
Rao's Government, a beginning was made to ackowledge 
this reality and open up lines of communication with the 
ASEAN members. The initial momentum is still there, 
hopes that it would be maintained. What should be 
ensured is that our relation with ASEAN, on the one 
hand, and with China on the other hand, are structured 
in a balanced manner so that the inherent competitive 
prospect between India and China as large Asian entities, 
do not lead to a confrontation of any kind.^ 
India and South-East Asia : Economic and Pol i t ical 
I s s u e s : 
Throughout the years under review - there has been 
many economic negot ia t ions - p rogress in t rade , 
establishment of joint venture etc. between India and 
other developing countries. This has been a context of 
South-East Asia. Whenever nearer relations with South-
East Asian Region are mentioned, it is explicitly stated 
by the representative of government on both sides that 
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the economic dimension is the most promising one. 
In order to properly assess the existing economic 
ties official and unofficial and to project these in the 
coming period it is necessary to keep in mind the overall 
thrust of India's foreign economic policy its requirements 
form the international economic system.^ 
Indian delegation touring the ASEAN country in 
1968 stated that agreement in the area of industry, trade 
could be forged with India which would lead to increase 
in two way trade between the two countries. 
As a result an agreement for developing trade and 
cooperation between India and Malaysia closed from 
agriculture to defence was signed in New Delhi, on July 
22, 1968 the vast-ranging agreement included joint ventures, 
cultural exchanges and Malaysian trainees in India.^^ An 
agreement for increased trade between India and Thailand 
were signed on 23 February. 1969 at New Delhi. Thailand 
was interested in the export of rice, tin and antimony 
while India expressed its desire to export manufactured 
goods, telecommunication network, machine tools etc. to 
Thailand. In May 1969 India would buy from Thailand 
75 ,000 tonnes of parboiled rice on government basis.'* 
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Besides the domestic consideration, changing profile 
of the area also pressured India to review its interest in 
the area. Two big developments having bearing on Indian 
policy can be added as (a) the emergence and acceptance 
of ASEAN as sub-regional grouping, (b) the creation of 
Socialist Vietnam. 
The chances of losing share in the ASEAN market 
and the chances of diversion in private capital flew from 
the world market have been the two basic addition in 
making of India's regional policy. It is fact that Indian 
cannot fulfill all the needs of the region yet it cannot 
overlook that area-wise distribution in South-East Asia 
minimises the significance of its size. Thus, ASEAN, as 
a regional market, has potential to create trade distribution 
effects. Therefore, its essential that India approaches 
ASEAN for a more economic ties.-^ 
The first Indian venture was established in Africa, 
but the maximum number of Indian ventures were established 
in the ASEAN region, of the 65 projects under way, 31 
were located in the region. Similarly out of 68 projects 
under various stages of implementation more than 50 per 
cent i.e. 36 are in the region. In ASEAN region India 
has been able to make a dent in the area of industrial 
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collaborations. In the decade of 70 's India's export of 
engineering goods to Malaysia show a phenomenal progress 
from Rs. 47 .6 million to Rs. 108.5 million. In case of 
Indonesia, it developed from Rs. 29.9 million to Rs. 91 .6 
million, while in Singapore it went up from Rs. 49 .5 
million to Rs. 127.4 million in Thailand. It was up from 
Rs. 32 .6 million to Rs. 91 .6 million. Philippines imported 
from Rs. 7.6 million to Rs. 5 6 . 1 . million worth goods. 
A nine member Indian business team visited Burma 
in May 1970 to discuss expansion and diversification of 
trade between the two countries. Though no specific 
commodities were listed in the agreement, the hope was 
expressed that there would be an all round increase in 
the volume of trade between the two countries with India 
offering to supply a wide range of engineering goods, 
electrical, railway and transport equipment and many 
other non-traditional industrial products. Burma offered 
to sell more of the teak and hard wood. The trade 
delegation headed by R.L. Rajagadia visited vSingapore in 
April 1971 to talk with officials, industrialists and 
businessmen as regards the prospects of trade and 
investment. An Indian company - Bharat Forge Company 
- stated that it was planning to set up a multi-million 
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dollar factory in Singapore to manufacture for diesel 
engines, cans, and Railways, as Joint Venture. Starting 
investment was around 10 million Singapore dollars'. 
Indian Pistons Ltd. of Madras declared its intentions to 
set up a company Kaula Lumpur for the production of 
2 5 , 0 0 0 pis tons and 1 0 , 0 0 0 automobile liners in 
collaboration with the National Development Corporation 
a Malaysian Government.^' 
In the decade of 80 ' s , India viewed with concern the 
tense situation in and around the Indo-Chinese states. 
The outbreak of fighting in Combodia, the continued 
tension along the Sino-Vietnamese frontier and difference 
between Laos and Thailand regarding sovereignty over 
three villages on frontier all contributed to the building 
up of the tense situation in the area. Even though 
different proposals were put forward by the Indo-Chinese 
states on the one hand and the Association of South-East 
Asian Nations (ASEAN), countries on the other for 
finding a political solutions to the problems in the region 
there was yet no agreement among all the concerned 
parties for holding negotiation with a view to finding a 
solutions. India continue to believe that a political solution 
to the problems of the region can be found and that the 
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proposal made in the political declaration of the 7th Non-
Aligned Summit Conference provided a good basis for 
finding such a solution. 
India's traditionally good relation with the countries 
of the Association of South-East Asian Nations (ASEAN), 
received fresh impetus with the visits of the Indian Prime 
Minister to Indonesia and Thailand on October 1986. The 
mutual desire on the part of these countries to develop 
closer bilateral relations with India was manifested in the 
spontaneous and extremely warm reception. Prime Minister 
of Malaysia, Dr. Mahathir Mohamad, visited India in 
January-February 1987. He and Mr. Rajiv Gandhi had a 
useful exchange of views on various international and 
regional issues. 
With the assumption of power in the Philippines by 
President Mr. Garozon Aquino a new atmosphere of 
greater bilateral cooperation and understanding has been 
generated. A number of agreements in the field of 
agriculture, science and technology, economic and technical 
cooperation were negotiated.^ 
South-East Asian countries continued to be an area 
of prime focus for India in the decade of 90 ' s . Numerous 
high-level contacts helped to rekindle interest in India in 
those countries. 
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With Thailand, there is an excellent understanding 
at the political level reinforced by periodic exchange of 
high-level visits which included the visit of the Thai 
Parliamentary Committee of Regional Art and Culture in 
September 1994, Thai-Deputy Foreign Minister's visits in 
October 1994 and Deputy Prime Minister of Thailand's 
visits to Calcutta in January 1995 in connection with 
Confedera t ion of Indian Industries (Cll) centenary 
celebration. Secretary-level talks between India and Thailand 
were also held in January 1995 in New Delhi. 
India's relations with Brunei Darussalam are also 
gathering momentum. Brunei's Minister of Communication 
visited India in January 1995 when a Memorandum, of 
Understanding (MoU) was signed to discuss matters relating 
to the conclusion of an Air Service Agreement and 
introduction of scheduled air service between the two 
countries.^ 
With Cambodia, India continues to enjoy good 
relations. Former Deputy Prime Minister and Foreign 
Minister visited India June 1994. A memorandum of 
Understanding on Foreign Office consultation was signed. 
It was also decided to establish a centre for artificial limbs 
in Cambodia. 
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The Laos Foreign Minister visited in India in August 
1994 and a Memorandum of Understanding on Technical 
Cooperation and a Cultural Agreement were signed. The 
visits imparted a much-needed impetus to the bilateral 
relations.^ 
India evinced eagerness in joining the Association 
of South-East Asian Nations (ASEAN) during the second 
half of Mr. Rajiv Gandhi 's period, i.e. between 1987 and 
1989. The ASEAN members, however, were not very 
responsive to India's proposals. Leaders of the ASEAN, 
more importantly the bureaucrats who design their economic 
and foreign policies, retained memories of India refusing 
to participate in the ASEAN in the mid-1960s when 
countries of South East-Asia themselves had desired that 
India participate in the association. India's decision to 
play hard to get, at that point of time, though questionable 
in terms of hindsight, was backed by valid political 
reason. The Vietnam war was still on, South-East Asian 
Treaty Organisation (SEATO), was still an operational 
alliance and all ASEAN members were closely allied to 
the US strategic schemes in South-East Asia and the 
Pacific. In the mid-1960s our foreign policy and economic 
orientations were at variance with those of ASEAN members. 
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At that stage our policy should have been to 
compartmentalise to the extent possible, our economic 
interests and our politico-strategic orientations. We should 
have became a member of the ASEAN in response to our 
specific interests and corners. 
The ASEAN constituents, which have now emerged 
as major economic powers and have become areas of 
influence in politico-strategic terms because of their 
politico-economic cohenson, were not interested in having 
a large country, such as, India as a member. They felt 
that India would disturb the balance of ASEAN grouping 
and might also subject the organisation to the political 
tension prevailing in South-Asia. Another obstacle was 
the existence of basic differences between the economic 
policies and structure of India, on the one hand, and the 
ASEAN on the other hand. All ASEAN members had 
liberal free market economies, whereas India still remained 
a command economy, with the government playing a 
dominent role.^" 
However, in the decade of 90 ' s , there was a marked 
change in the political situation as the ASEAN somewhat 
tilted towards India. As a consequence by June-July 1992 
India received formal confirmation that ASEAN members 
230 
were ready to associate India with the organisation as a 
"sectoral dialogue partner". It is my presumption that the 
US and Japan encouraged the major ASEAN members to 
respond to India's overtures in the matter, as in their 
judgment, such a linkage would provide an additional 
political and economic momentum to the liberalisaiton of 
the Indian economy. 
The general outcome of high-level political contacts 
led to the augmentation of programmes and project of 
cooperation in the economic, technological and cultural 
spheres. Most of the ASEAN heads of government visited 
India between 1991 and 1999. For furthering Indo-
ASEAN economic and technological r e la t ions . " 
India and the ASEAN-Regional Forum (ARF): 
India attended for the first time, the meeting of the 
Association of South-East Asian Nations (ASEAN), Regional 
Forum (ARF) held on July 23 , 1996 in Jakarta to discuss 
political and security problems in the region. This was 
followed approval by senior officials at a meeting of the 
ARF held in Indonesia on MaylO, 1996.^2 
The ASEAN Regional Forum (ARF) as a multilateral 
body to discuss security issues, held its first meeting on 
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July 25 , 1994. This was a significant move by ASEAN 
to shape the security architecture not only of the South-
East Asian Region but of the entire Asia Pacific in the 
post-cold war period.^^ 
India's Membership of a Regional Trade Bloc: 
A question that is often debated is whether India 
should join the EU or NAFTA or the Asia-Pacific Grouping 
or seek other bilateral arrangements. The present day 
international developments indicate that the movement 
towards regionalism in international trade seems to be 
rapidly gaining momentum. One indication of this was 
announcement of the expansion in the membership of the 
North American Free Trade Agreement (NAFTA). Chile 
will be the first South American country to join NAFTA, 
which currently consists of the US, Canada and Mexico. 
Another significant development was the announcement 
made by a recently concluded meeting of the heads of 
state of the countries of the Western Hemisphere in 
Miami related to a specific date of the creation of 
Western Himisphare free trade area by the year 2005 . 
The agreement with the South American countries 
comes hard on the heels of the APEC summit in Indonesia 
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in November, 1994. It has been agreed at this Summit 
that loose APEC umbrella be gradually transformed to a 
free trade area as well. Whenever international analysts 
and strategic thinkers talk about Asia, they invariably 
refer to East Asia and very rarely do they talk about India 
and South Asia as part of the fast-growing Asia. The 
message to India, according to these officials, is that India 
should seriously think of joining one of the three emerging 
Groups. 
The APEC declaration of the Summit meeting in 
Bogor in November, 1994, seeks to give particular attention 
to trade with non-APEC developing countries to ensure 
that they also benefited from trade and investment 
liberalisation in conformity with General Agreement on 
Tarrif and Trade (GATT) and World Trade Organisation 
(WTO) provisions. It explained that if a country like India 
reduces trade barriers in the same way as set out by the 
11-point declaration, the APEC countries too will reduce 
their barriers in relation to trade with India. It is, 
therefore, argued whether India is in a position to 
dismantle trade barriers swiftly to gain admission in APEC 
or would it remain content with doing so at its own pace 
in keeping with its economic and political needs. 
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After having admitted Vietnam as its member in July 
1995 , the immediate priority of ASEAN is to look at the 
cases of Laos and Cambodia which are strictly regional 
countries and also Myanmar, whose admission is held up 
on account of strong opposition from some who insist 
that the military regime must democratize and country 
should open up in the true sense.^'* 
Just as India-Singapore relations have been upgraded 
over the past three years, a major thrust is needed for 
upgrading relations with Indonesia, Malaysia, Australia 
and Japan in addition to a deepening of ties with the 
US. These are all countries which are emerging as key 
players in APEC. Indian academics, officials and opinion 
makers should speak with one voice about the breadth, 
depth and pace of the economic reforms in India, the 
charac ter i s t ic of the emerging mega-economy, 
unprecedented trade and investment opportunities etc. 
and building solid relations with their counterparts in 
Indonesia, Malaysia, Australia and Japan. 
Indonesian, Malaysian, Australian and Japanese 
intellectuals and opinion makers should be rountinely 
\nv\ted to India and due recognition should be given to 
the role they can play as favourable commentators on 
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India on their home countries. The Indian missions in 
APEC countries should continue to emphasise economic 
and commercial diplomacy with possible investment and 
trade targets, the achievement of which must be one of 
their major tasks. 
Many other Asian economies have thirved while 
having trade and investment regimes infinitely freer than 
ours. They have preferred to tap expertise, technology, 
investment and also import competition from every quarter. 
If APEC works out, to stay out will mean being marginalised. 
India must work towards joining APEC, but keep its 
options open in case the group does not eventually take 
off.i^^ 
Mr. Siddhar tha Shankar Ray, former Indian 
Ambassador to USA, while addressing a meeting of APEC 
Ambassadors in Washington made a case of India's 
membership. Mr. Winston Lord, Assistant Secretary for 
East-Asia and the Pacific in the Clinton administration 
while briefing foreign press mentioned that India's admission 
to the APEC forum has not been rejected. He, however, 
mentioned that instead of making ad hoc decisions on 
which countries to allow in and which to keep out, APEC 
needed "to develop more precisely, the criteria for 
235 
membership like geographical importance, volume of trade 
and other factors". He however emphasised that if a free 
trade arrangement is envisaged, it would certainly be 
GATT, which will require extending most favoured-nation 
status unconditionally and a willingness to negotiate 
reciprocal agreements with countries like India. 
Though it is argued that regional trading blocs can 
result in larger volume of world trade through "trade 
creation" and consequent increase in income of the 
member countries, the countries outside the blocs fear 
that protectionism will rise with the formation of such 
blocs. There are strong differences of opinion among 
trade theorists on whether such regional trading blocs are 
inferior or superior solution to the .GATT. The desirability 
or otherwise apart, the trading blocs are here to stay 
because (i) they are viewed as movement towards freer 
trade, (ii) they are efficient and faster, and (iii) they are 
within the overall GATT discipline. One has to accept the 
reality and adopt strategies according.^^ 
Because of fast changing world scenario with regard 
to the regional trading blocs, India cannot afford to 
ignore developments taking place in the Asia-Pacific. 
India fears loss of her exports and also of inflow of 
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foreign direct investment. This assumes significance for 
India particularly because it has recently launched economic 
reforms with a major thrust on outward orientation. If the 
rest of the world starts looking inward when India is 
opening up, the economic reforms and consequent painful 
adjustment process may not deliver the desired results. 
Hence there is need to reconsider seriously India's 
strategy in international trade in general and with 
individual trade par tners in particular. With such 
perspective, it may be worthwhile to examine the 
implications of APEC on India's trade with Asia-Pacific. 
Of the eighteen members of APEC, ten were already 
members of either ASEAN or NAFTA, therefore formation 
of APEC is not seen as a major change. It is also agreed 
that the countries outside APEC would not be hurt 
because APEC does not contradict GATT in the sense 
that the GATT discipline would be binding on APEC too. 
The tariff and the measurable non-tariff barriers will not 
be increased by the APEC members on their trade with 
the non-members. It is, however, the non-measurable non-
tariff barriers which are feared to increase. Even when 
duties are not raised by the member countries on the non-
member countries, reduction or removal of trade barriers 
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for only member countries give rise to preferential 
treatment leading to what is known as "trade-diversion 
effects" which would divert the trade and hence production 
from more efficient to the less efficient producer country. 
Apart from the increased competition or loss of export 
markets in specific products, the main disadvantage for 
India from the APEC is the increased competition and loss 
of potential foreign direct investment. Some of the 
countries from among APEC such as Indonesia, Malaysia, 
Philippines, Mexico and Chile may become more preferred 
locations as compared to the outside developing countries 
like India. 
Fearing the organisat ion will become pe rhaps 
unworkable. APEC operates by consensus, which means 
a single member can veto a proposal favoured by 
the rest. A moratorium was imposed on new members 
until November 1996, after Chile was admitted in 1994. 
Thus, of now, India shall have to wait a minimum of 
two years before its application for membership of the 
Asia Pacific Economic Cooperation can receive favorable 
consideration from countries which have liberalised their 
trade regimes and agreed to create the world's biggest 
free trade areas by 2020 AD. According to some indication 
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from APEC sources, India still has much more to do to 
achieve full liberalisation of its economy in accordance 
with accepted norms and lower tariffs. Within APEC, the 
opposition comes from a few ASEAN members, though 
US, Russia and China favour India's participation in the 
economic, as well as, security dialogue concerning the 
Asia-Pacific region.^^ 
India's ties with ASEAN have been developing 
satisfactorily since India became a. Full Dialogue Partner 
of the ASEAN in 1996, Shri Jaswant Singh, Deputy 
Chairman, Planning Commission and a special envoy of 
Prime Minsiter (PM) led the Indian delegation to the 31st 
ASEAN Post Ministerial Conference (PMC) and the 5th 
ASEAN Regional Forum (ARE) meeting held in Manila in 
July 1998 . The ARE meeting was significant for India 
as it was the first time after our nuclear test that all 
nuclear weapons states were interacting in a security 
related forum. The meeting provided opportunities for 
important bilateral talk with ASEAN and ARE members.^^ 
India's trade relations with ASEAN is not a new 
phenomena. India is having trade relations with ASEAN 
countries before its inception. The new thing is only the 
dimension and importance of these trade relations in the 
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light of globalisation. Appendix-1 gives an analytical view 
of product-wise exports of India to ASEAN countries. The 
products group have been mentioned in terms of there 
importance based on trade figure in the descending order. 
It is discernible from the Appendix that export of oil 
needs to ASEAN countries is limited only to Singapore, 
Thailand, Indonesia, Malaysia and the Philippines. India 
can enhance its oil meals export quantity by giving more 
attention to other ASEAN countries in near future.^^ 
India also exports manufacture of metals, machinery 
and instruments, primary and semi-finished iron and steel, 
cotton raw including west, cotton yarn fabric, made-ups 
etc. to few of the ASEAN countries. So there is a real 
opportunity to boost its export quantity by exporting to 
other ASEAN countries. 
India's trade with ASEAN has to be picked up by 
giving products in which India has greater efficiency. The 
data set out in the Appendix depict that all the products 
enlisted are not being exported to all ASEAN countries'. 
So there is a need of taking initiative for promoting these 
products in the ASEAN region, o^ 
The ASEAN region is important to India for numerous 
reason. The first reason is that this is the region which 
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has registered highest growth in the past and is expected 
to maintain the same trend in the future. Further, the 
world trading system is in the process of splintering into 
separate trade blocs. No trading bloc in South Asia is 
likely to have enough off an economic cluster to counteract 
this phenomena of trading blocs causing a market industry 
problem to country like India. This calls for a closer 
relation with regional trading blocs on a bi-lateral basis. 
Thus a closer relationship with ASEAN is a pre-requisite 
for India to keep pace with the process of integrating 
Indian economy with the world economy. 
There is possibility of substantial expansion of trade 
and investment between India and ASEAN provided there 
are focussed programmes and projects covering trade 
liberalisation, trade promotion and facilitation. It is indicated 
from the Appendix No. 2 that India's imports from the 
ASEAN countries are mainly limited to primary products 
which include electrical machinery, machinery except 
chemical and machine tools, wood and wood product, 
organic chemical, natural rubber, pearls, precious and 
semi-precious s tone, vegetable oils fixed (edible), 
professional instruments, optical goods, cashewnuts, non-
ferrous metals, textile yarn, fabrics, made up articles'. 
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Inorganic chemicals, melolifers ore metal scrap, artificial 
regime, plastic metallically etc. coal coke and parquetries 
e tc . Pulp and waste paper , non-metal l ic mineral 
manufacturers excluding pearls. Synthetic and regenerated 
fibres, medicinal and pharmaceutical products. Dying, 
tanning, coloring material, chemical material and products 
printed books, news paper, journals etc. Project good 
transport equipment, fertilizers manufactured, paper board 
and manufacturers. Manufacturers of metals, iron and 
steel, leather, pulses, synthetics and reclmd rubber. 
Now there is a need of taking utmost care to review 
the whole gamut of affairs regarding imports from 
ASEAN countries. India is importing most of the primary 
goods from Singapore and limited to other few ASEAN 
countries. Government should formulate policies and 
packages for substituting imports. India can enhance its 
t rade relat ions with ASEAN countr ies by adopt ing 
cooperative and transparent attitude in dealing with 
investment and business projects. Recently, Singapore 
has become a centre of international business transition 
for whole of the Asian and other developed countries. 
Singapore has become the focus of attraction for foreign 
investors. Most of the foreign investors are using it as 
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a platform for establishing their business houses in the 
Asia. 
In future, good and strong trade relation with ASEAN 
will be a keyfactor to globalise Indian economy. 
Appendix No.2 gives a brief review of items imported 
by India from ASEAN countries. The statistical data 
represent the following trends. During the period under 
reference, India has been importing electrical machinery, 
from Singapore/Thailand/Phil ippines/Malaysia. Machinery 
except electrical from Singapore /Thai land/Phi l ippines / 
Indonesia. Machine tools, wood and wood products 
S i n g a p o r e / T h a i l a n d / P h i l i p p i n e s / I n d o n e s i a . Organic 
chemicals from Indonesia/Thailand/Phil ippines/Singapore/ 
Malaysia. Natural rubber from Thailand/Malaysia. 
India's P r o s p e c t i v e Inves tment Oppor tun i t i e s In 
2\^^ Century Vis-a-Vis ASEAN: 
The Indian community constitutes seven per cent of 
Singapore population mainly dealing in manufacturing 
and services. However, majority of them are in trading. 
With the opening of the sectors, such as, housing, real 
estate and infrastructures including hotel and tourism 
related industries, mutual funds etc. to foreign investment 
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and encouragement by the Singapore Government to its 
citizens and specially those of Indian origin a conciderable 
progress in investment and trade flows is expected to take 
place between India and Singapore. 
Some of NRI groups like Thakral Brothers Scotts 
Holdings, Chandaria Group and Dadi Balsara are already 
investing in India. With the encouragement of Singapore 's 
Government, Singapore-Indian Chamber of Commerce 
and Industry has been setup, a holding company called 
Parameswara Holdings" specially for the purpose of investing 
in India. 
On the other hand, Indian companies are also setting 
up branches/representat ive offices in Singapore. The 
State Trading Corporation, MMTC and Shipping Corporation 
of India have also their branches located in Singapore. 
In the private sector, companies like ITC, Peerless Group 
Kirloskors, Greaves, Ispat-Alloys, Vedicka Investment 
Services, Mastek, Sumeet, etc. have all gone to 
Singapore specially for trading operations. The Confederation 
of Indian Industry (CII) has opened its office in Singapore. 
In the establishment of joint venture India has a 
comparative advantage in qualified but low price of 
labour, natural resources like marine products horticultural 
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products, leather minerals (grani te/sandstone/marble) etc. 
Singapore has a healthy infrastructure for international 
trading. Singapore is also the hub of ASEAN region as 
indicated by the fact that around 50 per cent of the total 
intra-ASEAN trade worth US$ 9.3 million is accounted 
for by Singapore alone. Apart from the marketing access 
in the ASEAN and a global network, Singapore has 
internationally acknowledge knowledge in packing and 
marketing as well as the percentage of all the major 
international corporations in commerce, industry and 
banking.2^ 
Thailand is a world's most dynamic economic growing 
region. With the ongoing liberalisation in India-Thai 
Government has taken at India very seriously both 
bilaterally and in the regional context. 
In the 90s, Thailand emerged as the 4th largest 
investor in India, with investment in the fishery 
amounting to Rs. 3 ,700 million in 1993 alone. Apart 
from fishery sector, the Thai investors, have shown 
interest in other fields like telecommunication, food 
processing industry, financial and banking sector and 
hotel and tourism industry. 
245 
There are also a great deal of interest being displayed 
in the hospitality sector. Indo-Thai have signed an 
agreement with a Holiday in Group to operate a chain 
of 70 resorts in India ranging from one star to five star. 
In some cases, they will be part of management. While 
in others, they will have equity participation and restfull 
ownership. 
India is the M"" largest overseas investor in Thailand. 
Some of the leading industrial houses in India have set 
up joint ventures in Thailand manufacturing goods like 
textile, rayon, chemical, dye stuffs tools and wires rods, 
pulps and paper. At present there are about 24 Indian 
joint ventures in Thailand. Out of these 10 are in 
operation and 14 are in the implementation stage. 
Most of the Indian investments approved by Government 
of India are large establishments which are relatively high 
tech and even capital intensive and cover a vast area of 
goods and activities including productions of rayon, fibre 
steel wires and rods, paper and paper pulp, pharmaceuticals 
and real state.^^ 
Many Malaysian companies have entered into 
collaboration with Indian companies. Indo-Malaysian joint 
ventures have particularly progressed after New Economic 
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policy (NEP) in July 1 9 9 1 . India's investments in Malaysia 
are concentrated in the manufacture of textile and textile 
products , and food manufacturing. Among the well 
established Indian companies are Ranbaxy laboratories 
Ltd. Tata Engineering and Locomotive Company, Godrej 
of India, JG Glass Industries Ltd's, Kirloskar Engineering 
Ltd., Birla Group and Hindustan Safety Glasses. 
Malaysian business environment is enhanced by her 
strategic location, without the heart of South-East Asia, 
which has to serve the growing market of ASEAN and 
the newly emerging markets of China and Myanmar. 
The ASEAN economies, with a total population of 
almost 340 million, enjoy growth rates ranging from 3 
per cent to 8 per cent. The GNP of ASEAN region is 
projected to reach US$ 500 to US$550 billion by the end 
of year 2000 . 
Foreign investment in the manufacturing sector has 
been greatly influenced by Malaysian liberal policy on 
equity participation which permitted upto 100 per cent 
foreign ownership in projects which exports 80 per cent 
or more of their production. For projects which export 
less than 80 per cent of their production the level of 
247 
foreign equity allowed will vary according to the percentage 
of production by exports. 
Malaysia provides a vast area for investment. Some 
of the most important facilities include 170 well developed 
industrial estates, 12 free zones and a number of licensed 
manufacturing warehouses equipped with the much needed 
infrastructure and other facilities like electricity, water, 
telecommun-ication services, ports, transportation and 
cargo transportation facilities etc.^'^ 
With the increasingly tough competi t ion among 
developing as well as with developed countries in attracting 
the limited amount of world's investment funds and to 
stay competitive, Indonesian Government issued an 
extremely important deregulation package on Foreign 
Direct Investment(FDl). 
The new foreign investment rules allowed foreign 
parties to own 100 per cent of the issued capital of an 
Indonesian company apart from those companies operating 
in main market divided as important to the people of 
Indonesia where foreign investment is limited to 95 per 
cent. There is no longer any requirement that foreign 
shareholders sell down to a maximum position at coming 
times. There is a demand that after 15 years from 
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agreement of business operations, a 100 per cent foreign 
shareholder sell at least a nominal percentage to an 
Indonesian entity. A company which possesses 95 per 
cent foreign equity is not the subject of any disinvestment 
requirement. 
Due to the advantages of political stability, government 
control on labour activities, low cost labour and abundant 
presence of natural resources, Indonesia regularly attracts 
huge number of foreign Investment^'*. 
The Philippines Government is promoting investment 
in infrastructure and Building-Operate-Transfer (BOT') 
projects. Recently, the top priorities are to develop the 
infrastructure and build more power generating plants to 
facilitate industrial progress and rectify the electric power 
shortage in the country. The Philippines Government has 
been endeavouring to attract investors for investments in 
energy, telecommunication, shipping, oil explorations and 
refining projects.^•'' 
Vietnam adopted a liberal foreign investment code to try 
to attract western capital and technical expertise. Vietnam's 
law on foreign investment adopted by the national assembly 
on Dec. 29, 1987 and promulgated by the Council of State 
on January 1, 1988 is modeled after Chinese Legislation. 
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Vietnam passed amendment in its foreign investment 
code in late Dec. 1992 to enlarge a period of joint 
ventures to 50 years (incertain cases to 70 years) from 
20 years, permit some foreign joint ventures to open 
bank account outside and giving fully owned foreign 
enterprises some tax break as joint ventures on a selective 
basis. 
Foreign investment cont inues to gene ra te both 
employment and labour unrest in Vietnam. Current 
official estimates put the number of jobs directly created 
by foreign investment venture at 10000 which do not 
include 100000 jobs created by constructed work on joint 
venture and other foreign invested projects.26 
Brunei is having a strong oil and natural gas based 
economy. Oil and natural gas of Brunei is contributing 
about 62 .9 per cent of its GDP. Recently its economy 
has seen many sea changes and diversification. Brunie is 
not having self sufficiency in food production. However, 
it is getting some respite by enhanced production in 
agriculture. Brunei imports food items, machinery transport 
equipment, manufactured goods and chemicals. India has 
good scope for exporting the above mentioned commodities. 
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On the other hand India can strengthen its trade relation 
with Brunei by importing crude oil and petroleum. 
No doubt political statement depressed tourism and 
private domestic consumption. But the new governments 
stability and political will to implement reform will 
determine the growth prospects of the Cambodian economy. 
It's economy does offer wide range of opportunities of 
exports and imports for India. Cambodia is having vast 
forest resources which provide fine wood. 
Restoration of Laos macro-economic stability and 
continued development of institutional support of increased 
integration into the world economy opened new vistas for 
India to capitalised it exporting capability by exporting 
its exportable items to Laos. 
Myanmar, being a neighbour of India, has a socio-
polico-economic importance. It's economy offers bilateral 
ties ups for enhancing and integrating both economies 
with the world economy. 
Conclusion: 
In a nutshell, it can be inferred that the significance 
of ASEAN region countries can not be overlooked. With 
its vast population of 400 million people, it provides a 
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large market potentialities. This region has a very fast 
growth during the recent past. No other region of the 
world has developed so fast. 
The world trading system is in the process of splintering 
into several trade blocs. No trading blocs in South Asia 
is to likely to offer an economic cluster to counteract 
thus, phenomena of trading blocs causing a market entry 
problem to country like India. This calls for a closer 
relation with regional trading blocs on a bilateral basis. 
In totality, whole ASEAN region offers vast investment 
potentialities for other countries on the one hand and 
also have much more funds to invest in foreign countries. 
This region has the same socio-economic qualities as that 
of India which provides wide range of investment, exports 
and imports opportunities for developing economies to 
increase economic growth and their level of developments' 
ASEAN once again, in post financial crises period, 
is being set on high growth track providing a model 
economy to other economies of the region. ASEAN is 
acting as a investment centre for whole of the Asia 
in particular and the world in general. 
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SUMMARY AND FINDINGS 
India is the gateway of botli South-East Asia and ttie 
Middle East. India's vital interest and security are tied 
with the future of the region. India has common land 
frontiers, at places, with Pakistan, Bangladesh, China, 
Myanmar (Burma), Nepal and Bhutan. Afghanistan touches 
northern part of Jammu and Kashmir (J & K). The former 
Soviet Union was also very close to the state of Jammu 
and Kashmir until the Chinese aggression in 1962 . The 
Himalayas were known as the protectors (Praharee) of 
India. India has had always good socio-economic relations 
with all the ASEAN countries, such as, Indonesia, Ma-
laysia, Singapore, Thailand, Brunei, Laos, Vietnam and 
Combodia 
Trade can only take place when there are mutually 
acknowledged areas of comparative advantages. The ASEAN 
region is of strategic importance for India because it 
is one of the fastest growing region. India, being a 
developed country among the developing countries, has 
big and strategic role to play in the area of trade and 
investment. India should work actively for the creation 
of an Asian country in cooperation with ASEAN coun-
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tries, which would place them in a better position to 
protect themselves against the exploitations and humili-
ation by the industrial powers both within and outside 
the region. It is this perception that has always guided 
the strengthening of economic relationship between 
India and South-East Asian Nations. 
The present study was undertaken by the Research 
Scholar to study all the dimensions and facets of trade 
relationship between India and ASEAN countries. The 
study has proceeded to study the evolutionary background 
of ASEAN and its association with India in the sphere 
of trade and investment. The study has also attempted 
to highlight the emerging issues in the post-liberalization 
regime and the assessment of the impact of economic 
liberazilation on trade and investment between India and 
ASEAN. After having examined the trends in trade 
between India and ASEAN, the study has chalked out the 
strategy to enhance India's trading relationship with 
ASEAN. 
The issue of liberalising of foreign trade and invest-
ment policies came to the fore in the early eighties 
ascertaining the fact that Indian economy must avail the 
benefits of the internat ional division of labour by 
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liberalisation of imports of capital goods and technology 
and placing more reliance on tariffs than import restric-
tion. It was emphasized that trade cannot be separated 
from the national economy as exports are a measures 
of transforming domestic resources into foreign resources 
which are necessary to finance the process of devel-
opment. In the beginning of nineties when the Indian 
economy faced the huge deficit in the Balance of 
Payment (BOP) then various steps were taken to 
overcome this problem. Nevertheless, the problems 
aggravated and multiplied. It was at this juncture that the 
New Economic Policy (NEP) was announced including the 
trade and investment policies mainly focussing on strength-
ening exports like determination of substantial volume of 
export licensing and optional imports. Nevertheless, the 
imports of sensitive items were fully protected. The 
system of advance licensing was also introduced which 
provided the exporters with duty free access to the inputs 
they used to produce commodities for the world markets. 
The number of documents needed for issues of advance 
license were also reduced and the number of items for 
imports were almost doubled. The procedure of obtain-
ing. Bank Guarantee and Legal Undertaking for different 
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categories was streamlined and liberalized. The steps 
were also taken to slash the customs tarrif rates and 
central excises. 
In order to further strengthen the export regime the 
target of export, till 2000 was fixed at US$ 90 billion 
and accordingly the steps were taken for the removal of 
infrastructure obstacles to minimise the cost of export 
credit for development of new specific products and for 
extension of markets. 
Further to promote exports, India unilaterally re-
moved all quantitative restrictions on imports of many 
items from SAARC countries. This move provided boost 
to the eventual establishment of South Asian Free Trade 
Area (SAFTA). The Government also announced steps to 
establish EPIP, EPZs, and Export Houses, State Trading 
Housing and Trading Houses for facilitating trading with 
the world. 
The role of the banking sector was also laudable as 
it brought important changes in its style of functioning. 
The Reserve Bank of India (RBI), played an important 
role in maintaining the stability in exchange value of 
rupee as an agent of government at International 
259 
Monetary Fund (IMF). The Industrial Development Bank 
of India (IDBI) provided help by extending direct loans 
to the export oriented industrial units and benefited 
exporters . Commercial Banks also played important role 
by stream lining the process of cash credit and over draft 
facilities. Public sector trading organisations like MMTC 
and STC also played important role in promoting ex-
ports . Another major boost to the export was provided 
when the government announced the two important 
measure i.e. full convertibility of rupee in the current 
accounts and full convertibility of rupee in the capital 
accounts. The government from time to time announced 
various steps which were purported to help in the 
process of easing the process of imports and to give 
boost to the export sector which is important for 
sustained economic growth and development. 
Since the beginning of the 19th century to the post 
liberalisation period, the Indian trade share has fallen 
significantly which was around five per cent in the total 
world trade and now it is only about 0.6 per cent after 
a decade of liberalization. It takes into account how the 
Indian share in the world exports fluctuated in pre-NEP 
period and post-NEP period registering a declining trend 
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and has almost become stagnant in the post-NEP period. 
Even India has taken up exports of other goods, such 
as, pearls, precious stones and semi-precious stone apart 
from the exports of traditional items like tea, coffee; 
rice, wheat and leather. Even after liberalisation the 
exports grew by about eighteen to twenty per cent. It 
witnessed a rather sluggish growth rate when compared 
with the post liberalisation period when the export 
performance was satisfactory and stable. Reason for this 
has been attributed to poor implementation of policies. 
Important steps like the devaluation of rupee, convert-
ibilities of rupee in trade account and current account, 
changes in monetary and fiscal policies, corporate and 
trade policies, fixing of export targets, steps to improve 
infrastructure sector, increase in capital base, strict 
control on inflations, steps to lower the cost of 
production, structural changes in markets were initiated 
to boost exports but they have not proved very effective 
in improving the exports. A lot has to be done in 
the import sector also because with the increase in 
exports the import side has also shown an increasing 
trend which nullifies all the efforts. 
2ei 
The study has thrown Hght on the historical back-
ground of ASEAN countries, it inception, growth and the 
future prospects of trade with the rest of the world. 
While the process of setting up a trading blocs of South 
Asian countries began in the early 60 ' s but it became 
a full fledged association only in August, 1967 where 
the threat of communism increased in this region,. 
Initially there were only five countries but with the 
passage of time more countries joined them and a joint 
declaration became the basis of ASEAN to develop 
together in the region, especially in the field of economy. 
The ASEAN was set up to achieve certain objectives 
like the promotion of regional peace and stability 
through justice and rule of law in the countries among 
the region, to promote active collaboration and mutual 
assistance on matter of economic interests in economic, 
social, cultural, technical, scientific, and administrative 
fields to collaborate more effectively for greater utilisation 
of their agriculture and industries to maintain close and 
beneficial cooperation with existing international and 
regional organistions and to accelerate the process of 
economic growth, social progress and cultural develop-
ment. 
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Certain important steps were taken for achievement 
of those objectives like annual meeting of foreign 
investors in rotation will take place to discuss important 
issues, provisions were also made for special meeting if 
required. Ad hoc and permanent event committees of 
specialist and officials were set up to deal with specific 
subjects. National Secretariate was set up in each country 
to carry out the work of association on behalf of 
respective countries to facilitate the annual and special 
meetings of Foreign Ministers. Among all the ASEAN 
economies the most developed economy is Singapore 
with a per capita income of $5500 , exporting their 
products to the developed world markets like USA, 
Japan, Germany, Honkong, Netherlands, UK, Canada 
and Australia. Another important development in this 
context is the formation of AFTA with the objective to 
increase ASEAN competitive edge as a production base 
geared to the world market and liberalisation of trade 
in the region through diminution of trade and tariffs 
barriers to put the ASEAN economies in a more comptetive 
global market. 
Today, ASEAN is a living reality both in structure 
and substance in South-East Asia. ASEAN member 
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countries have been successfully directing there efforts 
to the establishment of economic stabilisation and 
development of their respective economies in order to 
give substance and contributions to the joint efforts of 
strengthening regional resilience needed to put the ASEAN 
in a better position to increasingly gain the recognition 
and respect of the developed economies. 
After the advent of New Economic Policy (NEP), 
India's foreign trade with ASEAN has been steadily 
growing. During post-NEP period, India's exports to 
ASEAN has shown upward trend. The items of exports 
include, oil meals, manufacture of metals, machinery and 
instruments, iron and steel, cotton yarn fabrics, gems and 
jewellery, spices, transport equipments, drugs, pharma-
ceuticals, fine chemicals, marine products and leather. 
However, the Indian exportable items to ASEAN are 
primary commodities which do not have much value 
addition. None of the India's fast growing i tems/non 
traditional items are being exported to these countries. 
In the similar way, India's imports from ASEAN too are 
confined to largely traditional commodities. On the 
balance of trade front, India is having favourable balance 
of trade with Indonesia, Thailand, Philippines, Vietnam, 
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Burnei and Combodia. However, the balance of trade 
with Malaysia, Singapore, Myanmar is unfavourable. 
The ASEAN offers vast investment opportunities and 
potentialities for India. The region possesses enough 
areas of lucrative investment opportunities which can be 
availed of and utilized by India. The market potentialities 
of the region is also large. Singapore, Malaysia, Indo-
nesia, Thailand, Philippines and other ASEAN countries 
are possessing the similar socio-economical qualities as 
that of India. India should develop strong and viable 
socio-economic relationship in view of the emergence 
of various global trading blocs. 
India has now become a dialogue partner of ASEAN. 
This is significant in view of intra-regional as well as 
inter-regional economic cooperation. ASEAN and India 
would now actively cooperate to the areas of trade and 
investments to tourism and science and technology. 
There must be an arrangement and provision to convene 
from time to time the Round Table Conference involving 
industry, government and policy makers from both the 
sides. The decision of ASEAN to accord full dialogue 
partnership is a recognition of India's good beginning. 
With economic reforms and its immense economic po,-
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tential, India can now prove to be a fertile ground for 
investment by Singapore, Malaysia and Thailand and 
evolve a useful investors in Vietnam, Laos, Combodia and 
Myanmar emerging economies among ASEAN nations. 
The establishment of AFTA, a regional grouping, 
growth triangles linking common boarders ' areas for 
three or more neighbours have been formed. The main 
objective of AFTA is to enhance ASEAN's competitive 
edge as a production base geared to be the world 
market. 
A critical steps in this direction is to eliminate intra-
regional tariffs and the elimination, of non-tariff barriers. 
This was with the hope of making manufacturing sector 
of ASEAN more efficient and competitive in the global 
market. The vehicle through which AFTA is to function 
is the Common Effective Preferential Tarriff Scheme 
(CEPT). 
To make the CEPT Scheme more meaningful and 
definitive, it has been decided to eliminate the Tempo-
rary Exclusion List. Products in the Temporary Exclusion 
List will be transferred to the Inclusion List in five equal 
annual installments of 20 per cent. 
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Whatever its global importance, AFTA could have a 
significant impact on countries like India. The rate of 
growth of Indian exports to East Asia outstripped export 
growth to all other regions. ASEAN members states 
reduced intra-regional tariffs and removed non-tariff 
barriers over a period of ten years. According to the 
accelerated schedule, duties on agricultural and manu-
factured products among ASEAN members would be 
lowered to a maximum of 5 per cent by 2 0 0 3 . This 
scheme provides that ASEAN member states shall have 
Common Effective Tariffs among themselves within AFTA, 
but the level of tariffs with non-ASEAN countries shall 
continue to be determined individually. If AFTA develops 
into a discriminatory trading bloc, Indian producers 
could find their access to the most dynamic region in 
the world severely restricted. Even without discrimination 
lower intra-regional tariffs in the ASEAN would reduce 
the competitiveness of Indian products. Moreover, in 
order to become eligible to lower duties, exporters will 
have to abide by local content requirements. 
The Indian producers in the fifteen manufacturing, 
sectors viz. vegetable oils, cement, chemicals, fertilizers, 
pharmaceuticals, plastics, rubber products, leather prod-
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ucts, pulp, textiles, ceramic and glass products, gems and 
jewellery, copper cathodes, electronics, wooden and ratten 
furniture are going to be affected gradually over the next 
few year. 
To overcome the problem, it is advisable for Indian 
companies to establish joint ventures in the South East 
Asian countries to be able to take advantage of the 
reduced tariffs, though there are local content require-
ments which would have to be met to be eligible to lower 
duties. 
At the policy level, it is important for Indian policy 
makers to increase both formal and informal interactions 
with the ASEAN to ensure that the interests of Indian 
exporters are furthered. At the very least, triis implies 
systematic gathering and speedy dissemination of relevant 
informations relating to ASEAN decisions and policies to 
Indian companies as well as timely intervention to influ-
ence ASEAN policies which affect Indian interests, 
wherever possible. 
There is a need to conduct indepth and systematic 
studies to find out the impact that reduced intra-regional 
tariffs and removal of non-tariff barriers on agricultural 
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and manufactured products within the ASEAN region will 
have no Indian exporters. 
India's proposal for encouraging bilateral trade in 
rupee and in local currencies with three of the ASEAN 
member countries Malaysia, the Philippines and Thailand 
is a welcome step. 
The proposal envisages the setting up of a suitable 
clearing mechanism. The idea is to minimise dependence 
on hard currency trade. Under this mechanism, the 
requirement of hard currency would be restricted to 
settling the net balance of trade in rupee and in local 
currencies. 
The proposal for trade in rupee and in local curren-
cies is aimed at insulating India-ASEAN trade from the 
vagaries of the currency crisis of the kind recently 
experienced by the countries of that region. 
In view of the currency devaluation in ASEAN coun-
tries, it would be highly beneficial for them to source 
their high-value imports from India. 
India has offered to extend an Exim Bank line of 
credit to importers in ASEAN countries especially for the 
purchase of high value added items or new items of trade. 
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In fine, there is every possibility of fairly substantial 
expansion • and enhancement of trade and investment 
between India and ASEAN countries. It is ripe time that 
India should have focussed programmes, policies, plans 
and projects covering a vast spectrum of trade liberal-
ization, facilitation and promotion with ASEAN countries. 
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A P P E N D I X -1 
PRODUCT- WISE EXPORTS OF INDIA TO ASEAN COUNTRIES 
Product Oiroup India's major markets 
Oil meals 
Manufactures of metals 
Machinery & instruments 
Cotton raw including waste 
Cotton yarn, fabrics, madeups etc. 
Meat and preparations 
Gems and jewellary 
Transport equipments 
Dyes/intermediates & coal tar chem. 
Electric goods 
Spices 
Drugs, pharma & fine chemicals 
Inorganic / organic / ego chemicals 
Fruits and vegetables 
Marine products 
Groundnut 
Processed minerals 
Iron ore 
Leather and manufactures 
Rubber manufacture products 
Cashew 
Aluminium other than proucts 
Manmade yarn, fabric, madeups 
Singapore / Thailand / Indonesia / 
Malaysia / Philippines 
Philippines / Malaysia / Singapore / 
Indonesia / Thailand 
Indonesia / Thailand / Philippines / 
Singapore / Malaysia 
Thailand / Indonesia / Philippines / 
Malaysia 
Singapore / Malaysia / Thailand / 
Indonesia 
Malaysia / Brunei 
Thailand / Singapore / Indonesia / 
Malaysia 
Malaysia / Singapore / Indonesia /, 
Thailand / Philippines 
Indonesia / Singapore / Thailand / 
Malaysia / Philippines 
Singapore / Malaysia / Thailand / 
Philippines 
Singapore / Malaysia / Thailand 
Singapore / Thailand / Philippines / 
Malaysia / Indonesia 
Indonesia / Thailand / Singapore / 
Philippines / Malaysia 
Malaysia / Singapore 
Singapore / Thailand / Malaysia 
Indonesia / Singapore 
Indonesia / Singapore / Malaysia / 
Thailand 
Indonesia / Malaysia 
Singapore / Malaysia / Thailand / 
Philippines 
Singapore / Philippines / Thaiand 
Singapore / Thailand 
Singapore / Thailand 
Singapore / Malaysia / Indonesia / 
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Plastic & linoleum products 
Paints/enamels/varnishes etc. 
Other ores and minerals 
Iron & steel bar/rod etc. 
Residualchemical and allied products 
Processed fruits and juices 
Paper/wood products 
Chemicals / Toiletries etc. 
RMG cotton incl. accessories 
Natural silk yarn, fabrics, madeups 
Mica 
Glass/glassware/ceramics/reftrs/cmnt 
RMG manmade fibres 
Footwear of leather 
Other cereals 
Shellac 
Thailand 
Singapore / Thailand / Indonesia / 
Malaysia 
Philippines / Indonesia / Thailand 
Singapore / Malaysia / Indonesia / 
Thailand 
Thailand / Indonesia / Malaysia 
Indonesia / Thailand / Malaysia 
Indonesia 
Singapore / Malaysia / Thailand 
Malaysia / Thailand 
Singapore / Malaysia 
Singapore / Malaysia 
Singapore 
Thailand / Malaysia / Philippines 
Singapore / Malaysia 
Singapore / Thailand 
Malaysia 
Indonesia / Thailand 
Source : Compiled from different issues of Foreign Trade Statistics of 
India, DGCI&S, Calcutta. 
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A P P E N D I X -II 
PRODUCT- WISE IMPORTS OF INDIA FROM ASEAN COUNTRIES 
Product Group India's major suppliers 
Electrical Machinery 
Machinery except electrical and 
machine tools. 
Wood and wood products 
Organic chemicals 
Natural rubber 
Pearls, precious, semiprecious stones 
Vegetable oils fixed (edible) 
Professional instruments 
optical goods etc. 
Cashew nuts 
Non-ferrous metals 
Textile yarn, fabrics, madeup articles 
Inorganic chemicals 
Metalifers ores & metal scrap 
Artificial resins, plastic material etc. 
Coal, coke and briquittes etc. 
Pulp and waste paper 
Non-metalic mineral manufacturers 
excluding pearls 
Synthetic & regenerated fibres 
Medicinal & pharmaceutical products 
Dyeing, tanning, coloring material 
Chemical material & products 
Printed books, newspaper, journals etc. 
Project goods 
Transport equipments 
Singapore/Thailand/Philippines/Malaysia 
Singapore/Thailand/Malaysia/Philipines/ 
Indonesia 
Malaysia/Indonesia 
I n d o n e s i a / P h i l i p p i n e s / T h a i i a n d / 
Singapore/Malaysia 
Thailand/Malaysia 
Thailand 
Malaysia / Indonesia 
Philippines / Singapore / Malaysia 
Indonesia / Philippines / Singapore / 
Thailand 
Indonesia / Malaysia / Singapore / 
Thailand 
Indonesia /Thailand / Singapore 
Thailand / Indonesia / Philippines 
Singapore / Thailand / Malaysia 
Singapore / Thailand / Malaysia / 
Indonesia 
Indonesia 
Thailand / Singapore / Indonesia 
Philippines / Thailand 
Thailand / Indonesia 
Thailand 
Indonesia / Singapore 
Singapore / Indonesia / Malaysia 
Singapore / Thailand / Philippines 
Singapore 
Singapore 
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Fertilisers manufactured 
paper board and manufacturers 
Manufactures of metals 
Iron & steel 
Leather 
Pulses 
Synthetic & reclmd rubber 
Singapore 
Indonesia 
Singapore / Philippines 
Singapore / Indonesia 
Indonesia 
Singapore 
Thailand 
Source; Compiled from different issues of Foreign Trade Statistics of India, 
DGCI&S, Calcutta. 
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APPENDIX-IV 
LIST OF INSTITUTIONAL SUPPORT FOR EXPORTERS: 
1. Federation of Indian Export Organisation (FIFO), 
is an organisation coordinating and supplementing 
the export promot ional activities of various 
organisations and institutions. 
2. Indian Institute of Foreign Trade (IIFT), develops 
and organises new training programmes, research, 
and market studies in the field of foreign trade. 
3. Indian Institute of Packaging (IIP), for improving 
the standard of packaging of various benefits. 
4. Export Inspecton Councils (EIC), provides sound 
development of exports trade through quality control 
and pre-shipment inspection. 
5. Indian Councils of Arbitration (ICA), promotes the 
use of commercial arbitration in India. 
6. India Trade Promotion Organisation (ITPO), provides 
facilities concerning part icipation in fair and 
exhibitions in India and abroad. 
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7. Chambers of Commerce and Industry (CII), helps 
in issuing certificate of origine and taking up 
specific cases of exporters to the government. 
8. Bureau of Indian Standards (BIS), is engaged in 
standared formation certificate marking and laboratary 
testing. 
9. Export Directorate of Development Commissioner 
and Small Scale Industries. 
10. Textil Committee, carries pre-shipment inspection 
of textiles and market research for textile yarn, 
textile machines. 
11 . Indian Investment Center (IIC), advices and assists 
Indian business men for setting up of industrial or 
other joint ventures abroad. 
12. Foreign Governmet Trade Missions, in India help 
in marketing Indian products to their markets. 
13. Foreign Investment Bureau assits in solving problems 
relatings to foreign rates, shipping space and 
regular shipping facilities etc. 
14. State Laison Officers appointed by the State 
307 
Governmet, develop export trade in goods produced 
in their state in consonance with the politics of 
the central govenments. 
15. Air Cargo Trash Force focuses attention and, 
reasonal problems faced by trader in the air 
frieght industry. 
16. Export Facilitation Committee set up by the 
Government. Works into the problem of genesic 
nature faced by the exporters and which have not 
been resolved as a result of their interaction with 
the concerned agencies in the Ministry of Commerce, 
or other Ministry/Departments. 
